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Amendment Transmittal
A Background
This amendment:

 reflects additions and updates of the AGI provisions for clarity and consistency with the final
regulations set forth a 7 CFR Part 1400

* includes payment eligibility and limitation provisions applicable to the Trade Adjustment
Assistance (TAA) program and TAP.

B Reasonsfor Amendment

Subparagraph 16|B has been amended to reference “person” determinations to both TAA and
TAP and AGI limitation as applicable to TAA.

| Subparagraph 22 B has been amended to include the payment limitations applicable to TAA and
TAP.

Subparagraph 629 A has been amended to include the definition of income from fishing
operations.

[Subparagraph 629 B has been added to provide instructions on the sources of information for
determining income from farming, ranching, forestry, and fishing operations for AGI compliance
determinations.

| Subparagraph 629 C has been added to clarify policy on accepted methods an individual or entity
may use to report income to the IRS for AGI compliance determinations.

Subparagraph 630 A has been amended to include references to a method of certification of AGI
compliance for TAA.

has been added to provide FSA-229 for TAA.
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Amendment Transmittal (Continued)
C Complete Section, Part, and Exhibit Reprint

1-PL has been converted to the revised format. The Section, Parts, and Exhibits that have been
affected by this amendment are being reprinted in the new format. The major changes are listed

in subparagraph B.
Page Control Chart
TC Text Exhibit
13 2-1through 2-30 1, pages 1, 2
6.5-1 through 6.5-20 page 3
2, pages 1-10
6, page 1 (add)
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1 Oveview

A
Handbook
Purpose

1-24-03

Par. 1
Part 1 Introduction

This handbook provides instructions and uniform methods for State and County
Officesto determine:

o "persons' for payment limitation purposes
» payment eligibility for each producer.

The provisions of this handbook apply to various programs operated by State and
County Offices.

1-PL (Rev. 1) Amend. 40 Page 1-1



Par. 2

2 Sources of Authority

A
Statutory
Reference

B
Regulatory
Reference

1-24-03

Authority for the administration of the payment limitation and payment eligibility
*--provisions is provided by Sections 1001, 1001A, 1001B, 1001C, and 1001D--*
of the Food Security Act of 1985, as amended.

Authority for the administration of the payment limitation and payment eligibility
provisionsis provided by 7 CFR Part 1400. References from CFR applicable to
each paragraph will be provided and updated through amendments.

1-PL (Rev. 1) Amend. 40 Page 1-2



Par.3

3 Legidative History of Payment Limitation and Payment Eligibility Provisions

A
I ntroduction

B
Agricultural Act
of 1970

8-14-91

Since established in 1970, the payment limitation provisions have been
expanded to:

» apply to more programs

 include provisions for payment eligibility based on whether a producer is
"actively engaged in farming” and the number of permitted entities
through which the producer is receiving benefits.

Because County Offices are asked questions about the background of the
payment limitation provisions, information on the legisative history of the
payment limitation and payment eligibility provisionsis provided in
subparagraphs B through K.

The Agricultural Act of 1970:
» established the first payment limitation provisions

» provided that the amount of payments that a person could be entitled to
receive under each of the annual programs for the 1971, 1972, or 1973
crop shall not exceed $55,000

» required the Secretary to reduce the amount of set-aside acreage required
on farms when the total amount of payments that would have been earned
would be reduced by the payment limitation

» required the Secretary to issue regulations defining the term "person”
» provided that payment limitation would not apply to lands owned by

States, political subdivision, or agencies thereof so long as such lands are
farmed primarily in the direct furtherance of a public function.

Continued on the next page
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Par. 3
3 LegidativeHistory of Payment Limitation and Payment Eligibility Provisions (Continued)

C
7 CFR Part 795 7 CFR Part 795 provided:

» thedefinition of the term "person”

» the provisionsfor determining whether multiple individuals or other
entities constitute 1 or separate persons

» theprovisionsfor changesin farming operations

» theprovisionsfor determining whether an agreement isa share lease or a
cash lease

» the custom farming rules
» provisionsfor scheme or device

« computation of reduction in set-aside acreage because of the limitation.

D

Agricultureand The Agricultural and Consumer Protection Act of 1973 extended and amended
Consumer the Agricultural Act of 1970, asit relates to payment limitation, to provide
Protection Act of  that:

1973

» the amount of payments that a person could be entitled to receive under
each of the annual programs for the 1974 through 1977 crops shall not
exceed $20,000

» therulesfor determining whether corporations and their stockholders may
be considered as separate shall be based on ownership of more than
50 percent of the stock of the corporation.

Continued on the next page
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Par.3

3 LegidativeHistory of Payment Limitation and Payment Eligibility Provisions (Continued)

E

Food and
Agriculture Act
of 1977

F
Agricultureand
Food Act of 1981

8-14-91

The Food and Agricultural Act of 1977 extended and amended the payment
limitation provisions to require that the amount of payments that a person
could be entitled to receive under:

« the 1978 wheat, feed grains, and upland cotton programs shall not exceed
$40,000

« the 1978 rice programs shall not exceed $52,250

» the 1979 wheat, feed grains, and upland cotton programs shall not exceed
$45,000

« the 1979 rice program shall not exceed $50,000

« the 1980 and 1981 wheat, feed grains, upland cotton, and rice programs
shall not exceed $50,000.

The Agricultural and Food Act of 1981 extended and amended the payment
limitation provisions to require that:

» the amount of payments that a person could be entitled to receive under
the 1982 through 1985 wheat, feed grains, upland cotton, and rice
programs shall not exceed $50,000

» thetotal amount of disaster payments that a person shall be entitled to
receive for wheat, feed grains, upland cotton, and rice shall not exceed
$100,000 for each of the 1982 through 1985 crops.

Continued on the next page
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Par.3

3 LegidativeHistory of Payment Limitation and Payment Eligibility Provisions (Continued)

G
Food Security
Act of 1985

H

Omnibus Budget
Reconciliation
Act of 1987

8-14-91

The Food Security Act of 1985:

» extended and amended the payment limitation provisions
» required that the term "payments’ not include the following:

» marketing loans
« loan deficiency payments
e NL ("Findley") payments.

The Omnibus Budget Reconciliation Act of 1987 amended the Food Security
Act of 1985 to:

» define the term "person”

» providethat a State, political subdivision, and agencies thereof are
considered 1 "person”

» provide that a husband and wife may be separate "persons’ if the husband
and wife can show that each spouse brought separate farming operations
into the marriage and have maintained separate farming operations
throughout the marriage

» include "cash-rent tenant” provisions that combined the cash-rent tenant
with the landowner in certain situations

» requirethat producers be "actively engaged in farming"”
« limit payment to foreign persons

« limit the creation of entitiesto qualify as separate persons for payments.

Continued on the next page
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Par. 3
3 Legidative History of Payment Limitation and Payment Eligibility Provisions (Continued)

I
Disaster Assistance The Disaster Assistance Act of 1988 established payment limitation

Act provisions for LFP.

of 1988

J

Pub. L. 99-198 Pub. L. 99-198, dated November 13, 1989, amended the cash-rent tenant

provisions of the Food Security Act of 1985:

« for 1989, to provide relief in cases where the cash-rent tenant provisions
had been violated and the landowner did not consent to or knowingly
participate in the cash-rent tenant’ s failure to meet the cash-rent tenant
provisions

« for 1990, to no longer require that the landowner and cash-rent tenant be
combined.

Note: Instead, the cash-rent tenant is determined ineligible for payment if
the cash-rent tenant provisions are not met.

Continued on the next page
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Par.3

3 Legidative History of Payment Limitation and Payment Eligibility Provisions (Continued)

K

The Food,
Agriculture,
Conservation, and
Trade Act of 1990

4-18-96

The Food, Agricultural, Conservation, and Trade Act of 1990 extended and
amended the provisions of the Omnibus Budget Reconciliation Act of 1987 to
provide:

atotal $75,000 limitation on "Findley" payments, marketing loan gains,
and loan deficiency payments, excluding honey

a $200,000 limitation on honey marketing loan gains and honey loan
deficiency payments

a$200,000 limitation on honey loan forfeiture
separate limitations for wool and mohair payments of :

« $200,000 for the 1991 marketing year

e $175,000 for the 1992 marketing year

« $150,000 for the 1993 marketing year

« $125,000 for the 1994 and subsequent marketing years

the Secretary discretionary authority to implement arule allowing
husbands and wives to be considered separate "persons’ if certain
requirements are met

greater scrutiny of irrevocable trusts

initial determinations be made by State Offices for farm operations
consisting of 6 or more persons.

Continued on the next page
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Par. 3

3 Legidative History of Payment Limitation and Payment Eligibility Provisions (Continued)

L

The Federal
Agriculture

I mprovement
and Reform Act
of 1996

*

TheFarm
Security and
Rural Investment
Act of 2002

1-24-03

The Federal Agriculture Improvement and Reform Act of 1996 amended the
provisions of the Food Security Act of 1985 to:

provide a $40,000 limitation per FY on the total of SL payments made to a
person under 1 or more production flexibility contracts

provide a $50,000 limitation on the total of NL payments made to a person
under 1 or more production flexibility contracts (this limitation applies to the
7-year life of the contract)

provide a $75,000 limitation on the amount of marketing loan gains and loan
deficiency payments a person may receive

apply the payment limitation and payment eligibility requirements and
restrictions of the 1985 Act to payments made under a production flexibility
contract, marketing loan gains, and loan deficiency

payments.

The Farm Security and Rural Investment Act of 2002 amended the provisions of
the Food Security Act of 1985 to provide a

$40,000 limitation per crop year on the total direct payments made to a person
under 1 or more DCP contracts on covered commodities

Note: This does not include peanuts.

separate $40,000 limitation per crop year on the total direct payments for
peanuts made to a person under 1 or more DCP contracts

$65,000 limitation per crop year on the total counter-cyclical payments made
to aperson under 1 or more DCP contracts on covered commodities

separate $65,000 limitation per crop year on the total counter-cyclical
payments for peanuts made to a person under 1 or more DCP contracts--*

Continued on the next page
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Par. 3
3 Legidative History of Payment Limitation and Payment Eligibility Provisions (Continued)

*

TheFarm « $75,000 limitation per crop year on the amount of marketing loan gains and
Security and LDP' s a person may receive on loan commodities

Rural Investment

Act of 2002 Note: Thisdoes not include peanuts, wool, mohair, and honey.
(Continued)

» separate $75,000 limitation per crop year on the amount of marketing loan
gains and LDP’ s a person may receive on peanuts, wool, mohair, and honey

« $2.5 million average adjusted gross income limitation as an dligibility
requirement for an individual and entity to receive any benefits listed above and
benefits from all conservation programs administered by USDA .--*

1-24-03 1-PL (Rev. 1) Amend. 40 Page 1-8.6



Par. 4

4 Related References

A
Related FSA
Handbooks

5-13 (Reserved)

1-24-03

*--FSA handbooks related to payment eligibility and payment limitations include:

1-APP for appeals--*

1-CM for approved abbreviations

5-CM for "person” determinations subject to 7 CFR 795
7-CN and 19-CN for cotton program

1-CRP for Conservation Reserve Program

2-CRP for Conservation Reserve Program

«*--1-DCP for direct and counter-cyclical payments

* 58-Fl for claims and withholdings

¢ 6-LP for commodity loans

o 2-PL for subsidiary files.--*

* k% %

1-PL (Rev. 1) Amend. 40 Page 1-9






14 Overview

A

B

8-14-91

Introduction
This part includes rules, provisions, and determinations with general application.

In ThisPart

Part 2 General Provisons

The following sections are included in this part.

Par. 14

Section Title Page
1 Program Applicability 2-2
2 General Administration 2-31
3 Producer Filing Requirements 2-51
4 General Application Rules 2-81
5 Farming Operations 2-111
6 “Person” Determinations 2-151
7 “Actively Engaged” Determinations 2-171
8 Cash-Rent Tenant 2-237
9 Permitted Entities 2-251

1-PL (Rev. 1) Amend. 1 Page 2-1




Par. 15
Section 1~ Program Applicability

15 Overview
A Introduction
This section provides details on the:

. programs for which the provisions in this handbook apply
. payment limit amount for each applicable program.

* k% *

1-24-03 1-PL (Rev. 1) Amend. 40 Page 2-2



Par. 16
16 Applicable Programs

A Introduction
The payment limitation and payment eligibility provisions in this handbook apply to multiple
programs. This paragraph includes the current programs that are affected by the payment
limitation and payment eligibility provisions.

B General Applicability

[7 CFR 1400.1 (a) and (b)] Thistable providesthe rulesin this handbook that apply to
USDA-administered programs.

Applicable Rules
Actively
Engaged Adjusted
Program or in Cash-Rent Permitted Foreign Gross
Payment Person Farming Tenant Entity Person Income

DCP Payment X X X X X X

Marketing

Assistance
Loans X
Marketing Loan
Gains X X X X X X
LDP's X X X X X X
Other Programs
EQIP 1/ X
CRP X X X X X X
ECP X
NAP X
AMA X
*--TAA X X
TAP X--*

1/ Payments are limited by attributing payments to individuals and entities based on their
share in the payment recipient.

2-26-04 1-PL (Rev. 1) Amend. 43 Page 2-3
(and 2-4)






Par. 16

16 Applicable Programs (Continued)

C

10-14-03

Programs Not Requiring Determination of “ Actively Engaged”

[7 CFR 1400.1 (b) and 1400.6] If a program requires a determination of “persons’ but not a
determination of “actively engaged in farming”, * * * the following is also required to be
eligible for payments or benefits:

* the claimed share of the profits or losses of the farming operation must be commensurate
with the contributions to the farming operation

» contributions at risk.
Specific Rulesfor M arketing Assistance L oans

[7 CFR 1400.1 (a) (2)] Regular marketing assistance loans are denied if the producer does
not meet the foreign person requirements in Part 3.

Marketing loan gains and LDP' s are subject to all the provisions of this handbook.

1-PL (Rev. 1) Amend. 41 Page 2-5



Par. 17
17 Specific Rulesfor CRP

A Applicability

The provisions in this handbook apply to participants with CRP contracts initially approved
after July 31, 1988.

Note: Individuals and entities with CRP contracts that are not subject to the provisions of
this handbook are subject to the “person” rulesin 5-CM.

B Option to Select Use of These Rules
The producer may choose to have the CRP contract governed by the provisions of this
handbook if the CRP contract was approved before August 1, 1988. For this conversion to
be effective, the farm operator must provide COC with a written statement from each
producer on the CRP contract, agreeing that:

* payment limitation determinations for the CRP contract will be subject
*--totherulesin 7 CFR Part 1400--*

* theconversionisirrevocable.
C RulesWhen Producers Convert to 1-PL Provisions

When CRP participants choose to convert to the provisions of this handbook, instead of using
the provisions of 5-CM:

» thedate of the conversion request shall be considered as the effective date of the
conversion

* the conversion shall be effective for FY in which the effective date of the conversion
occurs

2-18-97 1-PL (Rev. 1) Amend. 34 Page 2-6



Par. 17
17 Specific Rulesfor CRP (Continued)

C RulesWhen Producers Convert to 1-PL Provisions (Continued)

* the payment limitation determinations for CRP participants shall be based on the crop
year corresponding with FY for which the conversion is effective

Example: For aconversion that was effective September 30, 1990:

* make payment limitation determinations according to this handbook
before the 1990 payment is issued

» the status date for the determination was April 13, 1990.

» applicable payment limitation forms and related data for converted contracts must be
filed by the later of the following:

» theapplicable date for filing in this handbook
» within 15 calendar days of the date of conversion.

D StatusDate

ee/paragraph 74 to determine the status date applicable to an initial contract or succession-
in-interest contract.

If there has been arevision or violation of CRP-1 that requires the producer to file a new or

updated CCC-502 * * *, the applicable status date shall be the date the revision or violation
occurred if an earlier status date is not applicable to the producer according to] paragraph 74|

5-16-97 1-PL (Rev. 1) Amend. 35 Page 2-7



Par. 17

17 Specific Rulesfor CRP (Continued)

E

5-16-97

Inheritance Provision

A producer who becomes the owner of land enrolled in CRP by way of inheritance and
succeeds to the CRP contract may receive payments for that contract without regard to the
amount of payments received under any other contract executed before the inheritance.

Note: This provision also appliesto an ownership interest in an entity received by way of
inheritance if the entity was the owner of the land enrolled in CRP.

Inheritance Provision, Example 1

Situation: Individual Y receives $50,000 in annual payments from CRP contracts.
Individual Z, the sole heir of Individual Y, also receives $50,000 in annual payments from
CRP contracts. Individual Y dies and Individual Z inherits Individual Y’ s land and becomes
successor-in-interest to Individual Y’'s CRP contract.

Determination: Because the land transfer occurred by inheritance, Individual Z may
receive $50,000 in annual payments from the contracts previously in the name of Individual
Y aswell asthe $50,000 from the contracts executed by Individual Z before the inheritance.

Note: If the inheritance occurred before November 28, 1990, Individual Z could receive the
$50,000 in annual payments from the contracts previously in the name of Individual
Y for 1991 and subsequent years. Individual Z may not retroactively receive annual
payments for years before implementation of the 1990 Act.

Inheritance Provision, Example 2

Situation: Individual Q indirectly receives CRP payments through CorporationsR, S, and T.
Individual A, an old friend of Individual Q, wills a 500-acre farm that had land enrolled in
CRP to Individual Q. Individual Q becomes successor-in-interest to Individual A’s CRP
contract.

Determination: Because the land transfer occurred by inheritance, Individual Q may

receive the amount of CRP annual payment to which Individual A was entitled without
regard to permitted entities.

1-PL (Rev. 1) Amend. 35 Page 2-8



Par. 17

17 Specific Rulesfor CRP (Continued)

H

*--K

1-24-03

Inheritance Provision, Example 3

Situation: Son B receives $40,000 in CRP annual payments. Father D receives $15,000 in
CRP annual payments. Father D transfers the land enrolled in CRP to Son B. Son B
becomes successor-in-interest to Father D’s CRP contract.

Determination: Son B may only receive an additional $10,000 in CRP annual payments.
Because the land transfer did not occur by inheritance, Father D did not die, the limitation is
applicable.

Inheritance Provision, Example 4

Situation: Individual K receives $30,000 in CRP annual payments. Individual L receives
$50,000 in CRP annual payments. Individual L dies. Individual K inherits the land from
Individual L and becomes successor-in-interest to Individual L’s CRP contract. Individual K
bids additional land into CRP following the transfer of land by inheritance.

Determination: In thissituation, Individual K may not receive CRP annual payments
exceeding $80,000. Although Individual K may receive the $50,000 from the land that was
inherited from Individual L, Individual K may not receive additional CRP annual payments
in excess of the limitation from contracts executed after the inheritance unless such payments
are also received because of aland transfer by inheritance.

Husbands and Wives

A determination of separate “persons’ made according tq paragraph 253 shall not increase
the value of an existing CRP-1.

Adjusted GrossIncome

The $2.5 million adjusted gross income limitation provisions do not apply to CRP contracts
that were effective before October 1, 2002.--*

1-PL (Rev. 1) Amend. 40 Page 2-9
(and 2-10)






Par. 18
*:-18 Specific Rulesfor 2002 Peanut Direct and Counter-Cyclical Payments

A 2002 Peanut DCP

For 2002 peanut DCP payment purposes only, determinations made according to this
handbook for historic peanut producers who were:

* producersin 2002, will be based on the producer’s 2002 farming operation

* not producersin 2002, will be based on the producer’s last year in farming during the
1998 through 2001 crop years.--*

18.5 (Withdrawn--Amend. 22)

19-21 (Withdrawn--Amend. 32)

1-24-03 1-PL (Rev. 1) Amend. 40 Page 2-11
(and 2-12)






Par. 22
22 Payment Limits

A Introduction

This paragraph provides the current dollar amounts of payment limitation for each applicable
program.

B Payment Limits

[7 CFR 1400.1] Thistable contains the applicable limitation for programs that are subject to
provisions of this handbook.

Payment Limitation (In Dollars)
Type 2002 2003 2004 2005 2006 2007
direct payments on covered commaodities except peanuts 40,000
direct payments on peanuts 40,000
counter-cyclical payments on covered commodities except peanuts 65,000
counter-cyclical payments on peanuts 65,000
Total of the following for al loan commodities except wool, peanuts, 75,000

mohair, and honey:

» gainsfrom marketing loans

e LDPs

CRP annual rental payment 50,000
Total of: 75,000
 wool

e peanuts

e mohair

e honey

AMA 50,000
EQIP cost-share 450,000

Note: Appliestoan individual and entity in aggregate for al contracts
for FY 2002 through 2007, regardless of the number of contracts.

NAP 100,000
*TAA 10,000 ¥
TAP 75,000 2/

1/ TAA payments and counter-cyclical payments for the same year are limited to acombined total of:

» $65,000 if counter-cyclical payments are received for covered commodities or peanuts, but not
both

» $130,000 if counter-cyclical payments are received for both covered commodities and peanuts.
2/ For 2004 through 2007.--*

Note: Sed Exhibit 5|for additional information on specific payment limitations.
23-33 (Reserved)

2-26-04 1-PL (Rev. 1) Amend. 43 Page 2-13
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34 Overview

A
Introduction

B
In This Section

8-14-91

Section 2 General Administration

Par. 34

This section provides details on general payment limitation administration.

The following paragraphs are included in this section.

Paragraph Title Page

35 Annual Notice to Producers 2-32

36 Public Information 2-35

37 Casua Advice 2-36
1-PL (Rev. 1) Amend. 1 Page 2-31



Par. 35

35 Annual Noticeto Producers

A
When to Provide
Information

B

What
Information to
Provide

1-24-03

Annually advise al producers of the payment limitation and payment eligibility
requirements in this paragraph. Use a newdletter and all other practical means
available.

Note: It may be appropriate to provide this information more than once during a
calendar year if there is more than 1 program operating in the county for
which these rules apply.

Notify producers of the:
* programsthat are subject to the provisions of this handbook
o payment limitation amounts
o*_-average adjusted gross income limitation--*
» following:
* no program benefits subject to limitation may be provided until:
« al required forms for the specific situation are provided

» the necessary payment limitation and payment eligibility determinations
are made

e payment limitation and payment eligibility determinations may be initiated
by COC or requested by the producer

« afarm operating planis not required to be filed annually

Note: Producers are required to notify the County Office of any changes
in the farming operation which would affect a"person”, "actively
*--engaged in farming”, cash rent tenant, average adjusted gross
income, or foreign person determination.--*

Continued on the next page

1-PL (Rev. 1) Amend. 40 Page 2-32



Par. 35

35 Annual Noticeto Producers (Continued)

B

What
Information to
Provide
(Continued)

1-24-03

there are statutory provisions that require entities earning program benefits
that are subject to limitation to:

* provide the names, addresses, and ID numbers of the entities members
to COC

« inform the entities members of the requirements for designating
"permitted entities'

o*_-gl CCC-501's, CCC-502's, and CCC-526's submitted by producers are--*

subject to spot check through the end-of-year review process
Note: Explain what information the producer must provide to COC.

spouses may be considered separate "persons’ for payment limitation
purposes if this determination is requested and the applicable requirements
are met

a determination of not "actively engaged in farming" results in the producer
being ineligible for any payment or benefit requiring a determination of
"actively engaged in farming"

«*--noncompliance with the adjusted gross income provisions, either by

exceeding the $2.5 million limitation or by failure to submit the applicable
certification statement, will result in the determination of ineligibility for all
program benefits subject to the adjusted gross income provisions; program
benefits shall be reduced in an amount that is commensurate with the direct
and indirect interest held by an ineligible individual or entity in any entity,
general partnership, or joint operation that receives benefits subject to the
average adjusted gross income limitation.--*

1-PL (Rev. 1) Amend. 40 Page 2-33
(and 2-34)






Par. 36
36 Public Information

A

Providing Provide the following to any producer who requests such information:
Information to

the Public » acopy of this handbook according to 12-DS

e any other program provisions pertaining to payment limitations, payment
eigibility, or "person” determinations.

Note: State Offices are encouraged to keep handbook copies on hand for this
purpose.

8-14-91 1-PL (Rev. 1) Amend. 1 Page 2-35



Par. 37
37 Casual Advice

A
Rule Casual advice shall not be given on:

* possible determinations
« how to set up afarming operation to obtain additional payments.

38-48 (Reserved)

8-14-91 1-PL (Rev. 1) Amend. 1 Page 2-36
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49 Overview
A

Introduction

B
In This Section

Section 3 Producer Filing Requirements

Par. 49

This section provides requirements for filing CCC-502' s for applicable programs.

The following paragraphs are included in this section.

Paragraph Title Page
50 Filing Requirements 2-53
51 Withdrawn--Amend. 5
52 Documentation 2-55
53 Withdrawn--Amend. 34
54 Withdrawn--Amend. 31
55 General Forms Requirements 2-63

56-68 Reserved

50 Filing Requirements

A

Initial CCC-502
Filing
Requirements

10-14-03

[7 CFR 1400.2 (e)] Thereisno specific deadline for filing CCC-502, CCC-526,
and related forms unless otherwise provided in specific program procedure.
However, before a producer can be considered eligible for benefits subject to the
provisions of this handbook, the producer must have filed the appropriate forms
and documentation, and determinations must have been made according to Part 5.

1-PL (Rev. 1) Amend. 41

Continued on the next page

Page 2-51



Par. 50

50 Filing Requirements (Continued)

B

If 1or More
ProducersFail to
File

Required
Updates

10-14-03

[7 CFR 1400.2 (e)] If 1 or more producers on a contract or application for
benefits fail to file the applicable CCC-502, CCC-526, and related forms, the
producers not filing the applicable forms will be ineligible to receive program
benefits subject to eligibility and limitation from that contract or application.

Thisfailure to file will not effect the eligibility of other producers who meet all
filing requirements.

Note: Shares cannot be adjusted to circumvent the ineligibility of the producer
who failed to file the applicable forms and related documentation.

[7 CFR 1400.2 (e)] If the producer filed a new or updated CCC-502 and
CCC-526 for 2003 or alater year, the producer is not required to file or update the
information or certification unless there is a change in the farming operation--*
that would affect a determination. Changes that may affect a determination
include, but are not limited to, a change:
» of contract shares of a contract, which may reflect:

» change of land lease from cash rent to share rent

» change of aland lease from share rent to cash rent

Note: The producer would be subject to the cash rent tenant rule.

* modification of avariable/fixed bushel rent arrangement

**--in the size of the producer’ s farming operation by the addition or reduction of
cropland that may affect the application of a cropland factor.--*

* inthe structure of the farming operation, including any change in the member’s
shares

« of contributions of farm inputs of capital, equipment, active personal labor, or
active persona management

* acquisition of farming interests not previously disclosed on CCC-502 or
update, including the farming interests of a spouse or minor child

Continued on the next page
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Par. 50
50 Filing Requirements (Continued)

C

Required * increase in income that may affect the 3-year average for the determination of
Updates average adjusted gross income or other change that affects eligibility under the
(Continued) average adjusted income limitation.

D

Documenting Changes to a farming operation may be documented on 1 of the following,
Changes depending upon the nature and extent of the changes:

* aphotocopy of the previoudly filed CCC-502
Note: The producer should initial and date any changes.
¢ CCC-502 Continuation

Note: CCC-502 Continuation may be used to document changes affecting
owned or leased land in the producer’ s farming operation.

¢ anew CCC-502.

Note: A new CCC-502 to document changes to the farming operation shall
only be obtained if the extent of changes makes it impractical to record
the changes by updating the previoudly filed CCC-502.

If changes are documented using CCC-502 photocopy or CCC-502 Continuation,
CCC-502U shall aso be completed, signed, and dated by the

producer. Seé paragraph 55

Note: *-If anew CCC-502 is submitted:

e applicable determinations must be made and the producer notified
according to Part 5

e flag the producer as "pending" according to 2-PL, subparagraph 44 C
until al determinations are finalized.--*

Continued on next page

51 (Withdrawn--Amend. 5)

10-14-03 1-PL (Rev. 1) Amend. 41 Page 2-53
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Par. 52
52 Documentation

A

Introduction This paragraph provides guidelines on documentation needed to support COC
determination.

B

Adequate COC shall require adequate documentation to support the applicable CCC-502 and

Documentation *.-CCC-526.

Definition:  Adequate documentation is whatever documentation is required by
the reviewing authority to make proper "actively engaged in
farming", "person” determinations, and the determination of
average adjusted gross income compliance.

C
Documentation The reviewing authority should avoid requiring documents that are extremely
Not Required personal if the determination can reasonably be made without the documents.

¢ COC may accept income tax returns to make the determination if voluntarily
provided by the producer

* COC may request income tax returns, if necessary, to verify compliance with
all payment eligibility requirements.--*

It is not anticipated that amounts paid for land leases or equipment leases will be
needed unless the equipment or land is leased from another member having an
interest in the farming operation.

Continued on the next page
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Par. 52
52 Documentation (Continued)

D
Documentation Supporting documents may include legal documentation concerning:
That May Be
Used ¢ land ownership
s corporations
*--Note: Copies of articles of incorporation, corporate meeting minutes, and
stock certificates must be provided by a corporation to determine
signature authority and corporate shares.--*
e trusts
Note: A copy of the trust agreement must be provided by the trust unlessthe
trust is revocable.
o partnerships
e Operating agreements
o leases
» financial agreements, including letters of credit
* any other information, including income tax returns, needed to apply the
*--payment dligibility and payment limitation rules.--*
E
Scrutiny of All trusts that receive payments shall be carefully scrutinized to ensure that the
Trusts trusts are legitimate entities and have not been created solely for evading payment

limitation provisions.
County Offices shall:

* requiretruststo provide a copy of the trust agreement unlessthe trust isa
revocable trust

» determine whether provisions are included in the trust agreement that would
require the trust to be considered a revocable trust according to
[paragraph 362

Continued on the next page
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Par. 52
52 Documentation (Continued)

F

Deter mination Additional information may be requested at COC'’ s option. However, this will

Deadline not extend the 60-day period for making a determination. If thefile, as submitted
by the producer, does not support afavorable finding, COC shall make a
determination based on the file asit exists.

G

Returning Any legal documentation obtained should be returned to the producer as soon as

Documentation possible. Keep photocopies for the payment limitation file if needed to support
COC'’ s determination.

*-52.5  FLP Participants

A
I nformation FLM or appropriate farm loan staff shall be provided copies of the following
Exchange information on any program participant that is also an FLP borrower:

e new or updated CCC-502 A, B, C, or D and supporting documentation
submitted

¢ CCC-501 A and B submitted
¢ theresultant CCC-503 A

e written notice of determination for payment eligibility and payment limitation
purposes

e written notice of selection for End of Y ear Review for payment eligibility and
payment limitation compliance purposes

e written notice of any determination that may adversely affect payment
eligibility and payment limitation.

Note: Thisincludesall farming interests of the FL P borrower, whether as an
individual, or member of, or interest holder in an entity or joint operation.

*

Continued on the next page
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Par. 52.5
*--52.5  FLP Participants (Continued)

B

Discrepancies If representations made for program payment eligibility/limitation purposes and
those made for FLP purposes are found to be different, and have the appearance
of adversely affecting payment eligibility or the application of any determination
previously made, the discrepancies shall be resolved:

e by the program participant/FL P borrower to the satisfaction of COC and FLP
reviewing authority

e before any further disbursement of any program benefits subject to the
regulations at 7 CFR Part 1400 and provisions of this handbook.--*

53 (Withdrawn--Amend. 34)

54 (Withdrawn--Amend. 31)

10-14-03 1-PL (Rev. 1) Amend. 41 Page 2-58
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Par. 55
55 General Forms Requirements

A
Introduction This paragraph provides a guide of forms that are required to be filed by a
producer.
B
CCC-502 This table provides an overview of CCC-502 requirements.
Requirements
| F the participating producer is... THEN require... Paragraph Reference
an individual CCC-502A or 277 and 278
CCC-502EZ.
ageneral partnership or joint venture CCC-502B. 297
acorporation, limited partnership, limited CCC-502C. 316
liability company, association, or any other
similar entity
an estate or trust CCC-502D. 335
C
CCC-502 CCC-502 Continuation may be used:
Continuation
*__and e asacontinuation sheet for leased or owned land
CCC-502U « to update a previously filed CCC-502 according td paragraph 50]
« with CCC-502A, CCC-502B, CCC-502C, CCC-502D, or CCC-502EZ.
CCC-502U is used to update a previoudly filed CCC-502 according to
paragraph 50.+-*
Continued on the next page
2-18-97 1-PL (Rev. 1) Amend. 34 Page 2-63
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Par. 55
55 General Forms Requirements (Continued)

D

Example of Thisis an example of CCC-502 Continuation.
CCC-502 *o-
Cont I n U at I On CCC-502 Continuation us D&P:Swggegféﬁgg\;guﬂ County Program Year
| (02:27-91) Hamilton )
1 State o
1A 199X

CONTINUATION SHEET FOR LEASED OR OWNED LAND
(Use with CCC-502A, CCC-502B, CCC-502C, CCC-502D, CCC-502EZ)
Attach to Form CCC-502 Daniel Hughes

Producer's Name

Land

Enter the following information for ALL land you own and/or lease. If ALL land in this farming operation is owned and operated by you, enter the farm number,
County and State, check "Owned," and enter the cropland acres. if this CCC-502 Continuation is attached to CCC-502B, indicate whether the land is leased
or contributed by the joint operation or a member.

FARM County(ies) and State(s) Enter Name of Person Whom Land is CROPLAND R;:S:ks:gf Er?;grt;]‘gs“aﬁg

NO. Where Farm is Located ownep| LEASED LERSED Leased To and/or From ACRES | % GROP SHARE larl‘gsltn;zraerm
1148 [Hamilton, IA v Oscar Gamble 40.0 | Cash v
1912 [Hardin, IA ' | Craig Phillips 140.0 | Cash ‘[“’
2076 |Hardin, IA v Steven Olsen 85.0 | cash v

*U.8.GP0:1992-0-656-586/40163

*

Continued on the next page
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Par. 55

55 General Forms Requirements (Continued)

E
Example of
CCC-502U

1-24-03

Thisis an example of CCC-502U.

*

This form is available electronically. Form Approved-OMB No. 0560-0096
CCC-502V U.S. DEPARTMENT OF AGRICULTURE
(10-09-02) Commodity Credit Corporation

Update for

CCC-502, Farm Operating Plan For Payment Eligibility Review

NOTE: The following statement is made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork deucnon Act of 1995, as amended. The authority for

requesting the following information is the Food Security Act of 1985 (Pub. L. 99-198), as and the under 7 CFR Part 1400 for
Payment Eligibilty Review requirements. The information will he used to determine eligibifty for program beneiits and other financial assistance administered by
USDA agendies. Furnishing the requested information is voluntary. Failure to furnish the will resuft ina of i for certain

program bensfits and cther financiel assistance administered by USDA agencies. This information maybe provided to other agencies, IRS, Department of Justice or
other State and Federal Law enforcement agencies and in response fo a court magistrate or administrative tribunal, The provisions of criminal and civil fraud stetutes,
including 18 USC 286, 287, 371, 651, 1001, 15 USC 714m; and 31 USC 3729, may he applicable to the information provided.

Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of information
unfess # dlsplays a valld OMB control number. The valid OMB contral number for this information collection is 0560-0096.  The time requived to complefe this
information collection is estimated to average 5 minutes per response, including the time for reviewing instructions, searching existing data sources, gathering and
rmaintaining the data needed, and completing and reviewing the collection of information. RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

1. Name of Producer 2. Identification Number 3. Program Year

John Public 333-44-994949 2C03

4. Producer Multi-County Control County and State (Name, return address and tefephione number inciuding Area code)

Update for Payment El A,B,C,D,or EZ)

I cortify that T have reviewed the CCC-502- A Farm Operaling Plan for Payinent Eligibilily Review, that I filedin __ 1999 (year)and the
previous year notification of the "person,” "actively engaged in farming” and cash-rent tenant rule determinations. I certify that all items for the
current year are exaclly as recorded on the amnended docurment and Capaying documents. Tagree thal the "person,” "aclively engaged in farming,”
and cash-rent tenant determinations made in a previous year will remain in effect for the current and subsequent years unless a change oceurs which
would affect these determinations. Iunderstand I will receive no additional notification of these determinations unless the noted changes resultin a
different payment eligibility/person determination. I will promptly notify the County FSA Office of any change which would affect these

determinations.
NOTE: Changes that may affect the determination mclude but are not limited to a change in the structure of the farming operation, such as shares
or members; a change inlease a 5 i / in inputs fo the farming operation.
6. Producer(s) Sign Below: NOTE: If joint operation, ALL members must sign
Producer(s) Signature Date (MM-DD-YYYY) Producer(s) Signature Date (MM-DD-YYVYY)
‘s/ John Public 03-31-2003
7. For County Office Use Employee Initials:
The U.S. Department of Agricufture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color national ongm gender religion, age, disability,
polincalbellefs sexual onemanon and marial or family status. (Not aif prohibited bases apply to ail ) Persons witl qGuire means for
of progra. (Braille, farge print. audiotape, efc.) should contact USDA's TARGET Center at (202) 720 2600 (Volce ana / 0D). To file a camplaint of
discrimination, write USDA Direcior, Office of Civil Rights. Room 326-W, Whitten Building, 1400 Avenue, SW. 0-9410 or caif (202) 720-5964

(voice or TDD). USDA is an equal opportunity provider and employer.

*

Continued on the next page
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Par. 55
55 General Forms Requirements (Continued)

* k% %
F
Other Forms This table provides an overview of other forms that are required.
Required
IF... THEN require... Paragraph Reference

an entity files a contract to participate | CCC-501A, unless al of the 200 and 201
or application for benefits, subject to | first level members are
"permitted entities' individuals.

Note: A genera partnership or joint
venture is not an entity.

an individual has substantial CCC-501B. 16 and 215 through 221
beneficial interest in an entity
receiving payment, subject to
"permitted entities'

Note: A genera partnership or joint
venture is not an entity.

56-68 (Reserved)

2-25-98 1-PL (Rev. 1) Amend. 37 Page 2-67
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Par. 69
Section 4 General Application Rules

69 Overview

A

Introduction This section describes rules that have general application.

B

I'n This Section The following paragraphs are included in this section.

Paragraph Title Page

70 Custom Farming 2-82
71 Scheme or Device 2-83
72 Joint and Several Liability 2-86
73 Withdrawn--Amend. 34
74 Status Date 2-89
75 Two or More Rules Apply 2-92

2-18-97 1-PL (Rev. 1) Amend. 34 Page 2-81



Par. 70
70 _Custom Farming

A

Applicability There are no specific provisions for custom farming. Make "person” and
"actively engaged in farming” determinations according to Part 4 for any
individual or entity receiving custom farming services.

8-14-91 1-PL (Rev. 1) Amend. 1 Page 2-82



Par. 71
71 Scheme or Device

A

Introduction To ensure producer compliance with the intent of payment limitation and payment
eligibility provisions, scheme or device detection is essential.
This paragraph provides guidelines and rules for determining and detecting a
scheme or device.

B

Statutory The Omnibus Budget Reconciliation Act of 1987 amended the Food Security Act

Background of 1985 to require that when the Secretary determines that a person has adopted a
scheme or device to evade, or that has the purpose of evading, the provisions of
this handbook, the person shall be ineligible to receive farm program payments
subject to limitation for the crop year for which the scheme or device was adopted
and the succeeding crop year.
Before implementation of the Omnibus Budget Reconciliation Act of 1987, rules
for determining a scheme or device werein 7 CFR Part 795.

C

Scheme or Any producer who has adopted or participates in adopting a scheme or device that

Device Rule is designed to evade, or has the effect of evading, the rules of the payment

limitation and payment eligibility provisions shall be ineligible to receive
payments under the programs covered by this

*--handbook for all farmsin which the" person™ and scheme or device
participant, as applicable, have an interest for the year in which the--*
scheme or device was adopted and the succeeding year.

Continued on the next page

4-14-92 1-PL (Rev. 1) Amend. 9 Page 2-83



Par. 71
71 Scheme or Device (Continued)

*

Scheme or State and County Office personnel shall be aware of their responsibilitiesin
Device Detection detecting and reviewing suspected schemes or devices. To assist in scheme or
device detection, State and County Offices, as appropriate, shall:

» compare automated multi-County producer files with information reported on
CCC-502' s to identify unreported farming interests

» use other system-generated reports and queries to identify possible schemes or
devices

» closdly scrutinize joint operations having individual members who are aso
stockholders, members, etc., of amember entity

* request OIG’s assistance through the State Office, as appropriate--*

1-23-92 1-PL (Rev. 1) Amend. 5 Page 2-84



71 Scheme or Device (Continued)

Par. 71

E

Acts That May *--[7 CFR 1400.5 (a)] Acts, such asthe following, shall be considered a-*

Be a Scheme scheme or device;
or Device

« concealing information that affects the application of the payment limitation

provisions

» submitting false or erroneous information

» creating fictitious entities for the purpose of concealing the interest of a
"person” in afarming operation.

F

COCor STC Thistable provides required action after COC or STC determination.

Deter mination

IF COC or State Office
determines...

THEN...

a scheme or device was adopted to
evade, or that had the purpose of
evading, the provisions of this
handbook

the State or County Office, as appropriate, shall:

obtain DD concurrence of COC's determination

Note: DD shall initia the determination in COC
minutes.

notify all County Offices in which the scheme or device
participant or "person” has an interest of the
determination

notify the scheme or device participant or "person” of the
determination

obtain arefund of al payments received by the scheme or
device participant or "person” for the year in which the
scheme or device was adopted

not make payments to the scheme or device participant or
"person” in the succeeding year.

the producer or "person” did not
adopt or participate in adopting a
scheme or device

the producer or "person” is eligible to receive program
benefits.

2-18-97 1-PL (Rev. 1) Amend. 34 Page 2-85



Par. 72
72 Joint and Several Liability:

A

Rule If 2 or moreindividuals or entities that are considered 1 "person” receive

payments totaling more than the limitation, the individuals or legal entities are
jointly and severally liable for the refund.

The amount of liability shall not exceed the total amount due under any contract
to which an individual or entity isaparty. See58-FI * * *,

Note: Thisliability isin addition to any liability that may arise under a criminal
or civil statute.

73 (Withdrawn--Amend. 34)

2-18-97 1-PL (Rev. 1) Amend. 34 Page 2-86
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74 StatusDate

A
*--Application of
Status Date

B

Examples of
Application of
Status Date

1-24-03

Par. 74

[7 CFR 1400.100 (a)] The status of an individual or entity on April 1 of the
applicable crop, program, or fiscal year is the basis on which “person”
determinations are made for the applicable crop, program, or fiscal year.

Actions taken by an individual or entity after April 1 of the applicable crop,
program, or fiscal year shall:

* not increase the number of “persons’ for the applicable crop, program, or fiscal
year

* beused to determine whether there has been a decrease in the number of
“persons’ for the applicable program or fiscal year.

Situation: Asof April 1, two individuals are married and their status as
husband and wife results in them being combined as 1 “person”. Later in the same
year, the individual divorce.

Application of Status Date: The 2 individuals shall be combined as 1 “person”
for the applicable crop, program, or fiscal year even if they subsequently divorce
during the year.

Situation: Asof April 1, anindividual was a minor and was combined as 1
“person” with hig’her parents. Later in the same year, the individual reaches the
age of majority.

Application of Status Date: The individual shall be combined 1 “person” with
his’her parents for the applicable crop, program, or fiscal year even through the
age of mgjority is reached during the year.

Situation:  Asof April 1, Individual A held amagjority interest in

Corporation X. Later in the same year, Individual A’sinterest in Corporation X is
reduced to 50 percent or less. Individual B acquires a majority interest in
Corporation X.

Application of Status Date: Individual A shall be combined as 1 “person” with
Corporation X for the applicable crop, program, or FY. Individua B shall also be
combined as 1 “person” with Corporation X for the applicable crop, program, or
fiscal year.--*

1-PL (Rev. 1) Amend. 40 Page 2-89
(and 2-90)






Par. 75
75 Twoor More Rules Apply

* % %

A
Rule If 2 or more rules seem to be applicable, apply the rule that is most restrictive.

76-88 (Reserved)
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Par. 89
Section 5 Farming Oper ations

89 Overview

A

In This Section The following paragraphs are included in this section.

Par agraph Title Page

90 Determining Farming Operations 2-112
91 Interest in a Farming Operation 2-116
92 Total Value of aFarming Operation 2-118
93 Determining Bona Fide and Substantive Change | 2-125
94 Substantive Change Rule for Individuals 2-128
95 Substantive Change Rule for Joint Operations 2-130
96 Substantive Change Rule for Entities 2-136
97 Two or More Rules Apply 2-139

8-14-91 1-PL (Rev. 1) Amend. 1 Page 2-111



Par. 90
90 Determining Farming Oper ations

A

Definition of A farming operation is a business enterprise engaged in the production of

Farming agricultural products.

Operation

B

Description Anindividua’s, entity’s, or joint operation’s farming operation consists of the
acreage on all farmsin all counties in which the individual, entity, or joint
operation has an interest in the agricultural products or proceeds from the
agricultural products produced. Thisincludes al acreage in which the individual,
entity, or joint operation is a producer, regardless of whether the acreage is:
» rented on acrop-share basis
e rented on acash-lease basis
« owned by the producer.

Note: Exclude the owned acreage that has been cash rented to a cash-rent
tenant if the landowner has no interest in any crop or crop proceeds
from the acreage for the year.

*--Exception:  The farming operation of alandowner includes only the
acreage owned by the landowner if both of the following apply:
» land owned by different landownersis combined into 1
farm with other tracts so that crops can be rotated anywhere
on the entire acreage and the claimed share of the crops or
crop proceeds is proportionate to size and value of the land
and CAB’s contributed
» thelandowner is not also atenant on the farm.--*
C
Multiple Anindividual or entity may have more than 1 farming operation if the individual
Farming or entity has an interest in 1 or more joint operations. Each interest in ajoint
Operations operation will be an additional farming operation for the individual or entity.

Continued on the next page
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90 Deter mining Farming Operations (Continued)

D

Example 1,
Showing Farms
Operated

E

Example 1,
Defining
Farming
Operation

8-14-91

Par. 90

This table shows the farms operated by Sam Brown.

Owner-Henry Black
Rental-Crop share

Farm 1 Farm 2
Owner-Sam Brown Owner-Pete Smith
Rental-None Rental-Crop share

Farm 3 Farm 4

Owner-Two Buddies Partnership
Partners: « Pete Smith
» Henry Black
Rental-Crop share

This table defines the farming operation of each of the individualsinvolved in this

example.

| F the determination is
for...

THEN the farming operation consists of ...

Sam Brown all farms.
Pete Smith Farm 2.
Henry Black Farm 3.
Two Buddies Partnership Farm 4.

Note: Thisisasecond farming operation for
Pete Smith and Henry Black.

Note: None of theindividuals or entities have any other farming interests.

1-PL (Rev. 1) Amend. 1

Continued on the next page
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90 Deter mining Farming Operations (Continued)

Par. 90

F
Example 2, This table shows the tracts operated by Sam Brown.
Showing Tracts
Operated
Farm9 Farm9
Tract 1 Tract 2
Owner-Sam Brown Owner-Pete Smith
Rental-None Rental-Cash lease
Farm9 Farm9
Tract 3 Tract 4
Owner-Henry Black Owner-Two Buddies Partnership
Rental-Cash lease Partners e« Pete Smith
« Henry Black
Rental-Cash lease
G
Example 2, This table defines the farming operation of each of the individualsinvolved in this
Defining example.
Farming
Operation

| F the determination isfor...

THEN the farming oper ation consists of ...

Sam Brown

al of theland in Farm 9.

Pete Smith none of theland in Farm 9.
Note: Pete Smith has no farming operation.
Henry Black none of theland in Farm 9.

Note: Henry Black has no farming operation.

Two Buddies Partnership

none of theland in Farm 9.

Note: Two Buddies Partnership has no farming operation.

Note: None of theindividuals or entities have any other farming interests. All
ownership tracts are combined as 1 farm, Farm 9.

8-14-91

1-PL (Rev. 1) Amend. 1

Continued on the next page
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Par. 90
90 Deter mining Farming Operations (Continued)

*

Example 2.5, This table shows the tracts operated by Brown and Black Partnership. Both tracts
Showing Tracts have 100 acres of corn base.
Operated
Farm 10 Farm 10
Tract 1 Tract 2
Owner-Sam Brown Owner-Brown and Black
Rental-Crop Share Partnership
Operator-Brown and Black Rental-N/A
Partnership

Sam Brown receives a pro rata crop share regardless of where the crop is planted.

Example 2.5, This table defines the farming operation of each of the individuals involved in this
Defining example.
Farming
Operation
|F thedetermination is THEN the farming operation consists of ...
for...
Sam Brown the acreage in tract 1 of Farm 10.
Brown and Black Partnership | Farm 10.

Note: None of theindividuals or entities have any other farming interests. Both
ownership tracts are combined as 1 farm, Farm 10.--*

Continued on the next page
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90 Deter mining Farming Operations (Continued)

J

Example 3,
Showing Tracts
and Farms
Operated or

L eased

K
Example 3,
Defining
Farming
Operation

Par. 90

This table shows the tracts and farms operated or subleased by Sam Brown.

Farm 18

Tract 5
Operator-Sam Brown
Owner-Sam Brown
Rental-N/A

Farm 18

Tract 6
Subleased to Bill Jonesfor cash
Owner-Pete Smith
Rental-Cash lease to Sam Brown

Farm 18
Tract 7
Subleased to Richard Alexander
for cash
Owner-Henry Black
Rental-Cash lease to Sam
Brown

Farm 19

Operator-Sam Brown
Owner-Two Buddies Partnership
Partners: e« Pete Smith

» Henry Black
Rental-Crop share

This table defines the farming operation of each of the individualsinvolved in this

example.

| F thedetermination isfor-...

THEN the farming oper ation consists of ...

Sam Brown

the acreage in tract 5 of Farm 18 and all of Farm 19.

Bill Jones

the acreage in tract 6 of Farm 18.

Richard Alexander

the acreage in tract 7 of Farm 18.

Two Buddies Partnership

Farm 19.

Note: None of theindividuals or entities have any other farming interests. Pete

Smith and Henry Black have no individual farming operation.

11-23-92

1-PL (Rev. 1) Amend. 13
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Par. 91

91 Interest in a Farming Oper ation

A
Examples of
Interestina
Farming
Operation

B

Examples of No
Interestina
Farming
Operation

7-29-92

The following are considered interests in a farming operation:

any producer who shares in the production or proceeds of the production from
the farming operation

«*--landowners have an interest in the farming operation

containing the land owned, whether or not the landowner has an interest
in the production or proceeds from the production--*

landlords, including landowners, have an interest in the farming operation
containing the acreage owned or leased, whether or not the landlord has an
interest in the production or proceeds from the production

«*--a member of ajoint operation when thejoint operationisa

producer in the farming oper ation--*

genera partner of alimited partnership when the limited partnership isa
producer in the farming operation

grantor of arevocable trust when the trust is a producer in the farming
operation.

The following are not considered interests in afarming operation:

stockholders in a corporation when the corporation is a producer in the
farming operation

limited partners of alimited partnership when the limited partnershipisa
producer in the farming operation

members of an association when the association is a producer in the farming
operation

Continued on the next page
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Par. 91

91 Interest in a Farming Operation (Continued)

B

Examples of No
Interestina
Farming
Operation
(Continued)

C
Most Restrictive
Rule

8-14-91

» heirsto an estate when the estate is a producer in the farming operation
» beneficiaries of atrust when the trust is a producer in the farming operation

« grantorsof anirrevocable trust when the trust is a producer in the farming
operation

» trustees and personal representatives of atrust or estate when the trust or
estate, respectively, is a producer in the farming operation.

The application of a more restrictive rule may apply if anindividual has an
interest in another person’s farming operation.

1-PL (Rev. 1) Amend. 1 Page 2-117



Par. 92

92 Total Value of a Farming Operation

A
I ntroduction

B
Definition

8-14-91

Thetotal value of afarming operation must be computed when determining
whether:

» the contributions made by the individual or entity are significant

 contributions are commensurate with the claimed share of profits or losses
from the farming operation.

The total value of afarming operation is the total of the costs, excluding the value
of active personal labor and active personal management that is contributed by a
member of the farming operation, needed to carry out the farming operation for
the year for which the determination is made.

Continued on the next page
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Par. 92

92 Total Value of a Farming Operation (Continued)

C
Example 1,
Scenario

9-17-93

Partnership ABC has 3 equal partners, A, B, and C. Partnership ABC farms 2,000
acres of cropland growing corn and various vegetables. All of the land that
Partnership ABC farms has arental value equal to $42 per acre.

Partner A contributes land with atotal rental value of $24,000 to the partnership.
Partner A cash rents thisland from alandowner with no interest in Partnership
ABC’'sfarming operation. Partner A’s contributions to Partnership ABC also
include eguipment with arental value of $12,000 and $12,000 of capital. None of
Partner A’s contributions are acquired as the result of aloan.

Partner B contributes land with atotal rental value of $12,000 to the partnership.
Partner B cash rents this land from alandowner with no interest in Partnership
ABC’'sfarming operation. Partner B’s contributions to Partnership ABC also
include eguipment with arental value of $12,000 and $24,000 of capital. None of
Partner B’ s contribution are acquired as the result of aloan.

Partner C contributes land with atotal rental value of $12,000 to the partnership.
Partner C ownsthisland. Partner C's contributions to Partnership ABC also
include equipment with arental value of $12,000 and $24,000 of capital. None of
Partner C's contributions are acquired as the result of aloan.

Partnership ABC rents land from other landowners for a one-third

*--share of the crop with a value of $36,000. Partnership ABC--* contributes
owned equipment with arental value of $21,000 and $99,000 of capital to the
farming operation.

Each of the partners share equally in the labor and management of this farming
operation and no additional labor or management is hired.

Continued on the next page
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92 Total Value of a Farming Operation (Continued)

Par. 92

D

Example 1, This table shows the contributions made by the partners and

Contributions *--Partner ship ABC and the total value of the farming operation.--*

Land Capital Equipment | Labor M anagement Total
Partner A 24,000 12,000 12,000 Active Active 48,000
Partner B 12,000 24,000 12,000 Active Active 48,000
Partner C 12,000 24,000 12,000 Active Active 48,000
Partnership
ABC * ok ok 99,000 21,000 120,000
Total 84,0001/ | 159,000 57,000 0 0 300,000
*--1/ Includestherental value of theland contributed by the share-rent
landlord. Crop-sharerent for theland isvalued at $36,000.--*
E
Example 1, The rental value of al the land involved in this farming operation is $84,000.

Determination

12-9-93

Thisrental value is derived by the following inputs:

e Partner A’s contribution of cash-rented land with a value of $24,000

e Partner B’ s contribution of cash-rented land with avalue of $12,000

e Partner C's contribution of owned land with arental value of $12,000

«*-—share-rented land with a value of $36,000 that isnot attributed to
any 1 partner or tothe partnership.--*

Note:

If land is owned, arental value that is normal for the area must be used
when determining its value.

Continued on the next page
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Par. 92
92 Total Value of a Farming Operation (Continued)

E

Example 1, The total amount of capital needed by this farming operation is equal to $159,000.
Deter mination Thisfigureisarrived at by taking the total expenditures necessary to conduct this
(Continued) farming operation and subtracting any equipment and land costs that will be

expended by the partnership. The capital is derived by the following inputs:
Partner A’s contribution of $12,000 of capital
Partner B’ s contribution of $24,000 of capital

Partner C’s contribution of $24,000 of capital
Partnership ABC'’s contribution of $99,000 of capital.

Therental value of all of the equipment used on this farming operation is $57,000.
Thisrental value is derived by the following inputs:

« Partner A’s contribution of owned equipment with arental value of $12,000

« Partner B’s contribution of leased equipment with arental value of $12,000

« Partner C's contribution of owned equipment with arental value of $12,000

» Partnership ABC'’s contribution of owned equipment with arental value of
$21,000.

Note: If equipment is owned, arental value that is normal for the area must be
used when determining its value.

Each partner is equally providing active personal labor and active personal
management; therefore, no value is affixed to these contributions in determining
the total value of the farming operation.

*--Thetotal value of thisfarming operation is equal to $300,000.--*

Continued on the next page
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Par. 92

92 Total Value of a Farming Operation (Continued)

F
Example 2,
Scenario

8-14-91

Partnership ABC has 3 equal partners, A, B, and C. Partnership ABC farms 1,500
acres of cropland growing cotton and soybeans.

Partner A contributes land with atotal rental value of $5,000 to the partnership.
Partner A cash rents thisland from alandowner with no interest in Partnership
ABC' sfarming operation.

Partner B contributes land with atotal rental value of $5,000 to the partnership.
Partner B cash rents this land from a landowner with no interest is Partnership
ABC' sfarming operation.

Partner C contributes land with a total rental value of $5,000 to the partnership.
Partner C owns this land.

Partnership ABC contributes land with atotal rental value of $69,000 to the
farming operation. Partnership ABC ownsthisland. Partnership ABC
contributes owned equipment with arental value of $57,000 and $159,000 of
capital to the farming operation. The capital is borrowed from aloca bank and is
not secured by any of the partnersindividually.

Partnership ABC will hire al of the labor needed to conduct this farming
operation. The labor cost for this operation will be $30,000.

Each of the partners share equally in the management of this operation and no
additional management is hired.

Continued on the next page
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92 Total Value of a Farming Operation (Continued)

Par. 92

G
Example 2, This table shows the contributions made by the partners and Partnership ABC.
Contributions
Land Capital Equipment Labor M anagement Total
Partner A 5,000 0 0 Active 5,000
Partner B 5,000 0 0 Active 5,000
Partner C 5,000 0 0 Active 5,000
Partnership
ABC 69,000 159,000 57,000 30,000 315,000
Total 84,000 159,000 57,000 30,000 0 330,000
H
Example 2, Therenta value of al of the land involved in this farming operation is $84,000.

Determination

8-14-91

Thisrental value is derived by the following inputs:

» Partner A’s contribution of cash rented land with a value of $5,000
 Partner B’s contribution of cash rented land with a value of $5,000

« Partner C's contribution of owned land with arental value of $5,000

« Partnership ABC's contribution of owned land with arental value of $69,000.

Note: If land isowned, arental value that is normal for the area must be used

when determining its value.

Continued on the next page
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Par. 92

92 Total Value of a Farming Operation (Continued)

H

Example 2,
Determination
(Continued)

8-14-91

The total amount of capital needed by this farming operation is equal to $159,000.
Thisfigureisarrived at by taking the total expenditures necessary to conduct this
operation and subtracting any equipment, land, and labor costs that will be
expended by the partnership. The capital for this operation is being provided by
Partnership ABC.

Therental value of all of the equipment used on this farming operation is $57,000.
Partnership ABC is contributing owned equipment with arental value of $57,000.

Note: [If equipment isowned, arental value that is normal for the area must be
used when determining its value.

All of thelabor for this farming operation is hired by Partnership ABC and will
cost $30,000.

Each partner will equally provide active personal management; therefore, no value
Is affixed to this contribution in determining the total value of the farming
operation.

The total value of this farming operation is equal to $330,000.
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Par. 93

93 Determining Bona Fide and Substantive Change

A
Background

Rule

C
Substantive
Change Not
Required

10-14-03

* * * The Food Security Act of 1985, as amended, requires that the Secretary
may not approve, for purposes of the application of payment limitations, any
change in afarming operation that will increase the number of "persons’, unless
the Secretary determines that the change is bona fide and substantive.

COC may not approve any change in afarming operation that will otherwise
increase the number of "persons’ to which payment limitations are applied for the
*--current year, unless a "substantive change" in the farming operation occurs for
the current year.

Note: The comparison for substantive change purposes is always between the
current year’ s operation and the previous year’ s operation.--*

A substantive change is not required to be met for the current year when both of
the following conditions are met:

* the changein the farming operation took effect in the previous year

» thefarming operation was conducted in the previous year as submitted to
COC.

*--Note: Substantive change is not required if theincrease in "persons’ is due to
the application of the procedure applicable to separate "persons’ status
for husbands and wives.--*

Continued on the next page
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Par. 93

93 Determining Bona Fide and Substantive Change (Continued)

D
Substantive [7 CFR 1400.109] If bonafide, the following are considered substantive changes.
Change
Requirements
Change Requirement

Family member | The addition of afamily member to ajoint operation according to the "adult
family member" provision as specified inparagraph 295
Note: An addition will not affect the status of any other individual or entity that

is added to the joint operation.

Land rental For alandowner only, a change from cash rent to share rent.

Cropland An increase through the acquisition of land not previously involved in the
farming operation. Theincrease must be approximately 20 percent or more of
the total cropland involved in the farming operation if such cropland has
planting history of an amount which is at least normal for the area.

Ownership A changein ownership by sale or gift of equipment or land from an individual
or entity previously engaged in the farming operation to an individual or entity
who has not been engaged in this operation is considered substantive, only if the
transferred amount is commensurate with the new individual’ s or entity’s share
of the farming operation.

Equipment The addition of equipment not previously involved in the farming operation may
be considered substantive, if the rental value of the new equipment contributed is
commensurate with the new "person’s" share of the rental value of all equipment
on the farming operation.

Note: Substantive changes must be legitimate "arms length" business
transactions. Documents that provide evidence of achangein farming
operations that are fictitious or not legally binding are not acceptable.

Continued on the next page
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Par. 93

93 Determining Bona Fide and Substantive Change (Continued)

E
Changes Not
Substantive

F
Definition of
Paper Changes

2-17-95

The following are not considered to be bona fide and substantive changes:

e adecrease in the amount of land
» thedissolution of an entity
e "paper changes."

Paper changes are changes to the farming operation that are not substantive where
the same individuals or entities created by those individual s continue to engage in
farming the same land with the same equipment, usually leased from an individual
or entity for which the rules would require more restrictive application of the
limitation.
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94 Substantive Change Rulefor Individuals

A

Individual
Beginning to

Par. 94

Farm

B

Member of an

E

If anindividual beginsto farm and is not a member of an entity or joint operation,
no substantive change is required to be considered a separate "person”.

ntity for an individual beginning to farm.

This table provides guidance to determine when a substantive change is required

|F theindividual owns,
directly or indirectly, 50
percent or moreinterest

THEN a substantive

in an entity that... AND theindividual will... change...

produced program crops, *- | operate any land that was in the farming | isrequired.

-or products or operation of the entity as an individua

participated in aprogram | or amember of ajoint operation

. SRR

ﬁ: (:E) L?Ceb;ng;Ieﬁtlons_ not operate any land that wasin the isnot required.
farming operation of the entity as an
individual or amember of ajoint
operation

did not produce program *- | operate land as an individual or a isnot required.

-crops, or products, or
participate in a program
subject to limitation in--*
the previous year

member of ajoint operation

Note: Theland may be

land that was or
was not in the
farming operation
of the entity.

11-18-91

1-PL (Rev. 1) Amend. 4

Continued on the next page
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Par. 94

94 Substantive Change Rulefor Individuals (Continued)

C
Example

D

If Substantive
Change s Not
Met

11-18-91

*--Situation: Individual A owns 50 percent of Corporation AB--* that
produced cropson a 600-acr e farming oper ation last year. Thisyear
Corporation AB and Individual A will each operate part of the land that was
in the farming operation of Corporation AB.

Determination: A substantive change would be required because
*--Individual A owns 50 percent of Corporation AB.--*

If thereis an increase in the number of "persons’ in afarming operation, that
results in applying the substantive change provisions, and a substantive change is
not met:

 continue to recognize the "persons’ for payment limitation purposes that were
recognized in the previous year

» consider the "new person” who did not meet the substantive change ineligible
for payment.

Note: The recognized "person’s' shares cannot be adjusted to circumvent the
ineligibility of the "new person".
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95 Substantive Change Rulefor Joint Operations

A
I ntroduction

B

New Joint
Operation
Formed

11-18-91

Par. 95

This paragraph provides guidelines for determining when substantive change is
required for joint operations.

Use thistable to determine when substantive change is required for anew joint
operation.

*

IF...

THEN substantive change...

none of the members produced program
crops, or products, or participated in a
program subject to limitation in the
previous year

would not be required.

some of the members produced program
crops, or products, or participated in a
program subject to limitation in the
previous year

would be required.

Note: See subparagraph C.

all of the members produced program
crops, or products, or participated in a
program subject to limitation in the
previous year

would not be required.

Note: Substantive change would be required if a new joint operation will be
farming any of the land that was farmed by an entity in which members of
the new joint operation held a 50 percent or greater interest.--*

1-PL (Rev. 1) Amend. 4

Continued on the next page
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95 Substantive Change Rulefor Joint Operations (Continued)

Par. 95

C
Joint Operation Use this table to determine when substantive change is required for ajoint
Existed in the operation that existed in the previous year.

Previous Y ear

|F thereisan addition of 1 or
more membersto ajoint
operation that existed in the
previousyear and thereis...

AND the" person” ...

THEN substantive
change...

an increase in the total number of
*--"persons' in the joint operation--*

causing the increase produced program crops, or
products, or participated in a program subject to
limitation in the previous year

would not be required.

*--"persons' in the joint operation--*
because of 1 or more of the membersin
the previous year leaving the joint
operation

causing the increase did not produce program would be required.
crops, or products, or participation in a program
subject to limitation in the previous year

no overall increase in the number of leaving the farming operation continuesto farm | would be required

any land that was part of the previous year's
joint operation

*--unless offset by a
decrease in "persons’ in
the joint operation.--*

leaving the farming operation does not farm any
land that was part of the previous year’' sjoint
operation

would not be required.

Notes:. If theincreasein land provision is used for a substantive change, the 20
percent increase in land would be calculated from the amount of land that
was in the joint operation in the previous year.

The 20 percent increase in land could be obtained in either of the
following ways:

» thejoint operation increases the land in the farming operation

« theindividua or entity that |eft the joint operation, if applicable,
increases the amount of land farmed.

7-9-92

Continued on the next page
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Par. 95

95 Substantive Change Rulefor Joint Operations (Continued)

D

Other Provisions

E

Example 1,
Joint Operation
Existed -
Increasein
Persons

F

Example 2,
Joint Operation
Existed -
Increasein
Persons

5-16-97

Other than according to subparagraphs B and C, a substantive changeis required
when both of the following apply:

» atleast 1 of the members of the joint operation did not produce program crops
* * * or participate in CRP in the previous year

« thejoint operation will operate any of the land that was in the farming
operation of members who did produce program crops* * * or participate in
CRP in the previous year.

Note: If theincreasein land provision is used, the 20 percent increase in land
shall be calculated from the amount of land that was in the previous year’s
joint operation.

Situation: Partnership ABC produced program crops last year. Thisyear
Individual D buys an equal share of Partnership ABC. Individual D did produce
program crops last year.

Determination: A substantive changeis not required because Individual D isan
old producer; therefore, there has been no increase in "persons.”

Situation: Partnership ABC produced program crops last year. Thisyear
Individual D buys an equal share of Partnership ABC. Individual D did not
produce program crops last year. Partnership ABC’s farming operation last year
consisted of 1,000 acres.

Determination: A substantive changeisrequired. If theincreasein land
provision is used, the 20 percent increase is based on the 1,000 acres Partnership
ABC operated last year.

Continued on the next page
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Par. 95

95 Substantive Change Rulefor Joint Operations (Continued)

G

Example 1,
Joint Operation
Existed - No
Overall Increase
in " Persons"

H

Example 2,
Joint Operation
Existed - No
Overall Increase
in " Persons’

8-14-91

Situation: Partnership ABC produced program crops last year.

Determination:

Thisyear Individual C sells his share of Partnership ABC to Individual D.
Individual D did not produce program crops last year.

Partnership ABC’ s farming operation last year consisted of 1,000 acres.

Individual C will farm 300 acres of the land that was in Partnership ABC’s
farming operation last year.

A substantive change would be required before recognizing

Individual D asa"person.”

One way of doing that would be if Partnership ABC added 200 acres (20
percent of 1,000) to its farming operation that was not in Partnership ABC’s
farming operation last year.

Individual C could also meet the requirement if Individual C farmed 200 acres
of land that was not in Partnership ABC’s farming operation last year.

Situation: Partnership ABC produced program crops last year.

Deter mination:

Thisyear Individual C sells his share of Partnership ABC to Individual D.
Individual D did not produce program crops last year.

Partnership ABC’ s farming operation last year consisted of 1,000 acres.

Individual C will not farm any of the land that was in Partnership ABC's
farming operation last year.

A substantive change would not be required because there was

no increase in the number of "persons’ in the farming operation.

Continued on the next page
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Par. 95

95 Substantive Change Rulefor Joint Operations (Continued)

[
Example 1,
Other Provisions

J
Example 2,
Other Provisions

8-14-91

Situation: Individual A produced program crops on a 600-acre farming operation
last year. Individual B produced program crops on a 400-acre farming operation
last year. Thisyear Individuals A, B, and C form an equal partnership and will
produce program crops on a farming operation that includes some of the land that
was in Individual A’sfarming operation last year.

Determination: A substantive change would be required before recognizing
Individual C asa"person.” One way of doing that would be if Partnership ABC
added 200 acres (20 percent of 1,000) to its farming operation that was not part of
the farming of either Individual A or B in the previous year.

Situation: Partnership AB produced program crops on a 600-acre farming
operation last year and continue to farm part of the 600 acres this year.

e Individua C did not produce program crops last year.

e Thisyear Individuals B and C form an equal partnership and will produce
program crops on a farming operation that includes some of the land that was
in Partnership AB’s farming operation last year.

Determination: A substantive change would be required before recognizing
Individual C asa"person.”

« Oneway of doing that would beif Partnership BC added 120 acres (20
percent of 600) to its farming operation that was not part of the farming
operation of Partnership AB.

« Another way of meeting the substantive change would be if Partnership AB
added 120 acres (20 percent of 600) to its farming operation that was not part
of the farming operation last year.

Continued on the next page
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Par. 95
95 Substantive Change Rulefor Joint Operations (Continued)

K
Substantive If thereis an increase in the number of "persons’ in afarming operation, that
Change Not M et results in applying the substantive change provisions, and a substantive change is

not met:

« continue to recognize the "persons’ for payment limitation purposes that were
recognized in the previous year

» consider the "new person” who did not meet the substantive change ineligible
for payment.
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Par. 96
96 Substantive Change Rulefor Entities

A

Produced *--|f an entity produced program crops, or products, or participated in a
Program Crops program subject to limitation in the previous year, a substantive--* changeis
Previous Y ear not required.

B

Did Not Produce  If an entity did not produce program crops, or products, or participate in a
Program Crops program subject to limitation in the previous year and stockholders, heirs, or
Previous Y ear beneficiaries who produced program crops, or products, or participated in a

program subject to limitation in the previous year own, directly or indirectly, 50

percent or more of the interest in the entity and the entity will:

» operateland that was in the farming operation of members who produced
program crops, or products, or participated in a program subject to limitation
in the previous year, a substantive change would be required
Note: If theincreasein land provision is used, the 20 percent increase in land

shall be calculated from the amount of land that was in the farming
operation of members who produced program crops, or products, or
participated in a program

subject to limitation in the previous year.

e not operate any land that was in the farming operation of members who
produced program crops, or products, or participated in a program subject to
limitation in the previous year, a substantive change would not be required.

C
Ownership Any legal and bona fide change in the ownership of a corporation must be
Change recognized, regardless of the amount of stock involved.

Continued on the next page
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Par. 96
96 Substantive Change Rulefor Entities (Continued)

D

Example 1 Situation: Individual A produced program crops on a 600-acre farming operation
last year. Individual B produced program crops on a 400-acre farming operation
last year. Individual C did not produce program crops last year.

o Thisyear Individuals A, B, and C form a corporation with equal shares and
will produce program crops on afarming operation that includes some of the
land that was in Individual A’sfarming operation last year.

e Individuals A and B will also farm thisyear.

Determination: A substantive change would be required before Corporation
ABC would be recognized as a "person” in accordance with subparagraph B. One
way of doing that would be if Corporation ABC added 200 acres (20 percent of
1,000) to its farming operation that was not part of the farming operation of either
Individual A or B in the previous year.

E

Example 2 Situation: Individual A produced program crops on a 600-acre farming operation
last year. Individuals B and C did not produce program crops last year. Thisyear
Individuals A, B, and C form a corporation with equal shares and will produce
program crops on a farming operation that includes some of the land that was in
Individual A’sfarming operation last year.

Determination: A substantive change would not be required because less than
50 percent of the corporation is owned by Individual A, the member who
produced program crops.

Continued on the next page
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Par. 96

96 Substantive Change Rulefor Entities (Continued)

F
Example 3

G
Substantive
Change Not M et

8-14-91

Situation: Individual A produced program crops on a 600-acre farming operation
last year. Individual B produced program crops on a 400-acre farming operation
last year. Individual C did not produce program crops last year. Thisyear
Individuals A, B, and C form a corporation with equal shares and will produce
program crops on a farming operation that is composed of land that was operated
in the previous year by Individual Z. Individual Z no longer farms.

Determination: A substantive change would not be required because none of
the land operated by the corporation was operated by Individual A or B in the
previous year.

If there is an increase in the number of "persons’ in afarming operation, that
results in applying the substantive change provisions, and a substantive changeis
not met:

« continue to recognize the "persons’ for payment limitation purposes that were
recognized in the previous year

» consider the "new person” who did not meet the substantive change ineligible
for payment.
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Par. 97

97 Twoor MoreRules Apply

A

Twoor More
RulesAre
Applicable

B

Example

If 2 or more rules appear to be applicable, apply the rule that is most restrictive on
whether a substantive change is required.

Situation: In the previous year, Individuals A and B had separate farming
operations and both produced program crops.

For the current year, Individuals A and B form:

» Corporation AB that is composed of Individuals A and B who each have a 50
percent ownership interest

e AB Joint Operation that is composed of Individual A, Individual B, and
Corporation AB, each having a one-third share.

Determination: [Subparagraph 95 D applies and providesthat if the increase in
land provision is used, the 20 percent increase in land shall be calculated from the
amount of land that was in the previous year’s joint operation. If the most
restrictive rule is not applied, no substantive change would appear to be required
if theincreasein land provision is used since the joint operation did not farm in
the previous year. However], paragraph 96 applies and a substantive change is
required.

98-108  (Reserved)

8-14-91
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109 Oveview

A
I ntroduction

B
In This Section

5-8-92

Section 6 " Person" Determinations

Par. 109

This section explains general provisions relating to "person” determinations.

The following paragraphs are included in this section.

Par agraph Title Page
110 Defining "Person” 2-152
111 Two or More Rules Apply 2-153
112 Combined Individuals or Entities 2-154
113 Assumed Name Operations 2-155
114 Resolving "Persons’ 2-156
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110  Defining " Person”

A
Definition

B
Separate" Person”
Requirements

4-25-94

Par. 110

A "person” is:

an individual, or an individual participating as a member of ajoint
operation or sSimilar operation

acorporation, joint stock company, association, limited stock company,
limited partnership, irrevocable trust, revocable trust together with the
grantor of the trust, estate, or charitable organization including any entity
participating in the farming operation as a partner in a general partnership,
aparticipant in ajoint venture, agrantor of arevocable trust, or a
participant in asimilar entity

a State, political subdivision, or agency thereof.

Note: A cooperative association of producers that market commodities™*--

shall not be considered the "person,” and payments and benefits
thereby limited for the commodities marketed for the producers.--*

For an individual or entity to be considered a separate "person,” the individual
or entity must:

have a separate and distinct interest in the land or crop involved
exercise separate responsibility for thisinterest

maintain funds or accounts separate from that of any other individual or
entity for thisinterest.

Note: A member of ajoint operation is considered to have met these

requirements if the joint operation meets these requirements.
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Par. 111
111 Twoor MoreRules Apply

A
Rule If 2 or more rules appear to be applicable, apply the rule that is most
restrictive on the number of "persons’.
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Par. 112
112 Combined Individuals or Entities

A
Rule When 2 or more individuals or entities are determined to be 1 "person” for
payment limitation purposes:

» the determination appliesto all programs subject to the provisions of this
handbook

» the alowable payment may be distributed:
« asagreedto by al parties

Note: The amount for each producer may not exceed the producer’s
commensurate share.

« by COC, with DD concurrence, if the parties cannot agree.

Note: COC shall distribute payments fairly and equitably.
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Par. 113

113  Assumed Name Oper ations

A
Definition

Example

C
Making
Determinations

5-8-92

An assumed name operation is a farming operation that conducts itself using a
business name.

Jane Smith conducts her farming operation under the name of Smith
Enterprises.

When making determinations for an assumed name operation, the
determination will be for the:

e individua if theindividual owns the farming operation but uses an
assumed name to conduct the operation

» owner of the businessiif the farming operation is conducted under the same
name as another business owned by the individual.
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Par. 114
*1-114 Resolving " Persons'

A
Introduction An entity or joint operation filing CCC-502 may have members, etc. which
are entities.
B
Required The responsibility for making "person” determinations extends to whatever
Deter minations level isrequired to resolve all entities.--*
115-128 (Reserved)
5-8-92 1-PL (Rev. 1) Amend. 10 Page 2-156
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Par. 129
Section 7 " Actively Engaged” Deter minations

129 Oveview

A
Introduction For an individua or entity to be eligible to receive specified payments, that
individual or entity must be determined "actively engaged in farming".
B
In This Section The following subsections are included in this section.
Subsection Title Page
1 "Actively Engaged’ Considerations 2-172
2 Specific Rules for Contributions 2-201
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Par. 130
Subsection 1 " Actively Engaged” Considerations

130 Overview

A
Introduction This subsection explains general provisions relating to "actively engaged
in farming” determinations.
B
In This Subsection The following paragraphs are included in this subsection.
Par agraph Title Page

131 General Considerations 2-173
132 Landowner Exemption 2-177
133 Landlord 2-178.5
134 Percent of Cropland Factor 2-181

11-18-91 1-PL (Rev. 1) Amend. 4 Page 2-172



Par. 131
131 General Considerations

A
Introduction For an individual or entity to be considered "actively engaged in farming,” the
participant must make a significant contribution of certain farming inputs. This
paragraph lists and defines these contributions.
B
General In general, for an individua or entity to be considered "actively engaged in
Provisions farming," the requirements of this table must be met.
Item Requirement
1 Significant "left-hand” contributions to the farming operation of 1 or a combination of the
following:
e capita
e land
e eguipment.
Note: Se¢ paragraphs 274 and [295]for exceptions.
2 Significant "right-hand" contributions to the farming operation of 1 or a combination of the
following:
» active personal labor
e active personal management.
Note: aragraph 132 [for exception.
3 A claimed share of the profits or losses from the farming operation that is commensurate
with contributions to the farming operation.
4 Contributions that are at risk.
C
Definition of For payment limitation purposes, capital consists of the funding * * * provided by
Capital an individual or entity to the farming operation for the operation to conduct

farming activities.

Continued on the next page
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Par. 131

131 General Considerations (Continued)

D
Definition of
Land

E
Definition of
Equipment

F

Definition of
Active Personal
L abor

5-16-97

For payment limitation purposes, land is farmland consisting of cropland,
pastureland, wetland, or rangeland that meets the specific requirements of the
applicable program.

For payment limitation purposes, equipment is the machinery and implements
needed by the farming operation to conduct activities of the farming operation.

Thisincludes:
e machinery and implements needed for:
« land preparation, planting, cultivating, or harvesting of the cropsinvolved

« establishing and maintaining conservation cover crops or conservation use
acreages

¢ conducting livestock operations
e irrigation equipment that is:

e not of a permanent nature
o commonly used in the area.

Active personal labor is defined as personally providing physical activities
necessary in afarming operation.

These activitiesinclude physical activities:

e involved inland preparation, planting, cultivating, harvesting, and marketing
of agricultural commodities

» required to establish and maintain conserving cover crops or conserving use
acreages

e required in livestock operations.

Continued on the next page
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Par. 131
131 General Considerations (Continued)

G
Active Personal Active personal management is defined as personally providing:
M anagement

» the genera supervision and direction of activities and labor involved in the
farming operation

e sarvices, whether performed on-site or off-site, reasonably related and
necessary to the farming operation, including any of the following:

« supervision of activities necessary in the farming operation
» business-related actions that include discretionary decision making

« evauation of the financia condition and needs of the farming
operation

e assistancein structuring or preparing financial reports or analyses for
the farming operation

« consultationsin or structuring of business-related financing
arrangements for the farming operation

» marketing and promoting agricultural commodities produced by the
farming operation

« acquiring technical information used in the farming operation
« any other management function necessary to conduct the farming

operation and for which the operation would ordinarily be charged a
fee.

Continued on the next page
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Par. 131
131 General Considerations (Continued)

H
Hybrid Seed The existence of a hybrid seed contract for a producer shall not be taken into
Producers account when making an "actively engaged in farming" determination with

respect to the producer. However, all other "actively engaged in farming”
provisions shall apply.
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132 L andowner Exemption

Par. 132

A
Rule A landowner shall be considered "actively engaged in farming" with respect to
the owned land if all of the following requirements are met.
Item Requirement

1 The landowner contributes owned land to the farming operation
for which the landowner receives rent or income for use of the
land based on the land’ s production or the operation’s operating
results.

2 The landowner’ s share of the profits or losses from the farming
operation is commensurate with the landowner’ s contribution to
the operation.

3 The landowner’ s contributions are at risk.

B
Other Participants Thisrule also applies to landowners who:

That Use ThisRule

o*--areindividuals, including individuals with a life estate in the land--*
e areentities, such as corporations, trust, or estates
» have an undivided interest in the land.

1-23-92

Continued on the next page
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Par. 132

132 Landowner Exemption (Continued)

B

Other Participants
That Use ThisRule,
Continued

1-23-92

are members of ajoint operation if the joint operation holdstitle to the
land.

Note: Thisrule appliesto joint operationsonly if 1 of the following
applies:

» the members submit documentation to show thetitle to the land
owned by the joint operation will revert to the individual
members after dissolution of the joint operation

*--according to each member’s sharein the joint
operation--*

Note: Thisrequirement is considered met if the
documentation provides that upon dissolution of the
joint operation, the land will be sold and the proceeds
divided according to each member’s share in the joint
operation.

» if thereis no documentation otherwise and the Regional
Attorney advises that State law provides that upon dissolution
of the joint operation the land will be sold and the proceeds
divided according to each member’s share in the joint
operation.
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133 Landlord

A
Rule

B
Example 1

4-14-92

Par. 133

A landlord who is not a landowner shall be considered to be "actively engaged
in farming” under the same rules as any other individual or entity that isnot a
landowner.

Notes: If the landlord provides leased or rented land to an operation in return
for a share of the crop, the land will be considered as a contribution.
Other contributions, as applicable, are required.

*--Sed paragraph 172[for cash-rent tenant requirements.--*

Situation: Landowner A cash leases|and to Individual B. Individual B
subleases the land to Operator C. Individual B contributes land and does not
contribute a significant amount of active personal labor or active personal
management to the farming operation.

Determination: Individual B isnot "actively engaged in farming."
Individual B cannot be considered to be "actively engaged in farming”
because of the landowner provision, since Individual B isalandlord and not a
landowner. Landowner A isnot "actively engaged" on this farming operation
since cash rent is received for the use of the land, but may be "actively
engaged” with respect to another farming operation. A separate determination
will be made for Operator C.

Continued on the next page
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Par. 133
133 Landlord (Continued)

C

Example 2 Situation: Individual D cash leases|and from Landowner E. Individua D
subleases the land to Producer C on ashare-rent basis. Individual D
contributes the land and active personal management to the farming operation.

Determination: Because Individual D cash rents the land from Landowner
E, Individual D:

e isacash-rent tenant.

Note: A cash-rent tenant is eligible to receive program payments on the
cash rented land, if the cash-rent tenant provides a significant
contribution of either of the following:

» active personal labor and capital, equipment, or land
» active personal management and equipment.

» isnot the landowner and cannot be considered "actively engaged in
farming" because of the landowner provision.

Because Individual D has provided a significant contribution of land and
management, Individual D can be considered "actively engaged in farming”.
However, Individual D isineligible to receive program payments on the cash
rented land, because the necessary contributions for a cash-rent tenant were
not made.

A separate determination will be made for Producer C.
Landowner E is not considered "actively engaged in farming” for this farming

operation, but may be considered "actively engaged in farming” for another
farming operation.

8-14-91 1-PL (Rev. 1) Amend. 1 Page 2-179
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Par. 134

134  Percent of Cropland Factor

A
I ntroduction

B
When to Use

C
Applying the Factor

4-18-96

In some cases, producers may only be eligible for payment for a portion of the
cropland in the farming operation. Therefore, FSA shall determine the
percentage of the farming operation that is eligible for payment. Thisis
determined based on the percent of cropland.

Use "percent of cropland” factor when a producer:

» doesnot provide a significant contribution of active personal labor or
active personal management to the entire farming operation

« is"actively engaged in farming" and eligible for payment on a portion of
the land in the farming operation because of the landowner provision

» isacash-rent tenant and isineligible for payment for the cash-rented land.

Note: The automated system does not handle cases where the producer is
"actively engaged” on some but not all farming operations.

The "percent of cropland” factor shall be applied to all program payments
earned by the producer on each farm within the farming operation.

Continued on the next page
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Par. 134

134  Percent of Cropland Factor (Continued)

D
Determining the
Factor

11-18-91

Determine a "percent of cropland” factor according to thistable. CCC-504

may be used.
Step Action
1 List the total cropland acres for each farm in the producer’s

farming operation and total the acres.

List the cropland acres owned by the producer on each of those
farms and total the acres.

Note: Also include cropland acres that are not cash-rented and
for which the producer meets the requirements to be
eligible for payment.

Divide the result of step 2 by the result of step 1.

Multiply the factor from step 3 times the producer’ s payments
earned on each farm.

Pay the producer the adjusted payment allowed for each farm as
determined by step 4.

Continued on the next page
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Par. 134
134  Percent of Cropland Factor (Continued)

E
Example of This example shows how CCC-504 (Optional) may be used to determine the
CCC-504 "percent of cropland” factor.

Continued on the next page
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Par. 134
134  Percent of Cropland Factor (Continued)

*

Example 1 In this example, Sam Brown hires all labor and management necessary to
conduct the farming operation.

Farm 20
Tract 1- 100 acres
Operator - Sam Brown
Owner - Sam Brown
Rental - N/A

Farm 20
Tract 2- 100 acres
Operator - Sam Brown
Owner - Pete Smith
Rental - Cash lease

Result:

The farming operation for Sam Brown is the entire acreage on Farm 20.
There is no farming operation for Pete Smith because he does not have an
interest in any crop or crop proceeds.

Because Sam Brown does not provide a significant "right hand" contribution
to the farming operation, he may only be considered "actively engaged in
farming" under the landowner exemption for that portion of the farming
operation represented by land he owns.

Sam Brown owns 50 percent of the cropland in his farming operation.
Therefore, payments to Sam Brown would be subject to a percent of cropland
factor of 50 percent.--*

Continued on the next page
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Par. 134
134  Percent of Cropland Factor (Continued)

*--G

Example 2 This example is the same as example 1, except that the tracts are not combined
as 1 farm. Inthisexample, Sam Brown hires all labor and management
necessary to conduct the farming operation.

Farm 21
100 acres
Operator - Sam Brown
Owner - Sam Brown
Rental - N/A
Farm 22
100 acres
Operator - Sam Brown
Owner - Pete Smith
Rental - Cash lease

Result:

The farming operation for Sam Brown is the entire acreage on Farm 21 and
Farm 22. Thereisno farming operation for Pete Smith because he does not
have an interest in any crop or crop proceeds.

Because Sam Brown does not provide a significant "right hand" contribution
to the farming operation, he may only be considered "actively engaged in
farming" under the landowner exemption for that portion of the farming
operation represented by land he owns.

Sam Brown owns 50 percent of the cropland in his farming operation.
Therefore, payments to Sam Brown would be subject to a percent of cropland
factor of 50 percent.--*

Continued on the next page
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Par. 134
134  Percent of Cropland Factor (Continued)

*

Example 3 In this example, Sam Brown hires all labor and management necessary to
conduct the farming operation.

Farm 23

100 acres
Operator - Sam Brown
Owners - Sam Brown and Pete Smith (undivided joint interest)
Rental - Cash lease

Result:

Because Sam Brown does not provide a significant "right hand" contribution
to the farming operation, he may only be considered "actively engaged in
farming" under the landowner exemption for that portion of the farming
operation represented by land he owns.

Because Sam Brown has an undivided ownership interest in the entire acreage
in his farming operation, the percent of cropland owned is 100 percent.
Accordingly, Sam Brown is "actively engaged in farming” on 100 percent of
his farming operation and is eligible to receive 100 percent of the payment
earned.--*

Continued on the next page
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Par. 134

134  Percent of Cropland Factor (Continued)

I
Example4

11-23-92

In this example, Sam Brown and Pete Smith each have a 50 percent share in
the partnership. The partnership and the members do not have any other
farming interests not indicated. Sam Brown shares in the pro rata share of all
crops, regardless of where the crops are planted. The partnership agreement
stipulates that upon dissolution, the land ownership will revert to the members
according to their current shares of the partnership. The Brown and Smith
partnership hires all labor and management necessary to conduct the farming
operation.

Farm 24
Tract 1-100 acres
Operator - Brown and Smith, a general partnership
Owner - Sam Brown
Rental - .3333 crop share

Farm 24
Tract 2- 100 acres
* * %
Owner - Brown and Smith, a general partnership
Rental - N/A
Result:

The partnership’s farming operation is the entire acreage in Farm 24.
*--Sam Brown’s farming operation is the acreage in tract 1.

Because the members of the partnership do not provide a significant
"right-hand" contribution to the farming operation, the members of the
partnership are only considered to be "actively engaged in farming” under the
landowner exemption for that portion of their farming operation represented
by owned land. Therefore, a percent of cropland factor of 50 percent would
apply to payments made to the partnership.

A percent of cropland factor of 100 would apply to Sam Brown since heis
considered to be "actively engaged in farming" on his entire farming
operation.--*
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Par. 134
134  Percent of Cropland Factor (Continued)

*--J

Example 5 Thisexample is similar to example 4, except that the tracts are not combined
as 1farm. Inthisexample, Sam Brown and Pete Smith are members of
Brown and Smith Partnership. Neither the partnership nor the members have
any other farming interests not indicated. The partnership agreement
stipulates that upon dissolution, the land ownership will revert to the members
according to their current shares of the partnership. Brown and Smith
Partnership hires all labor and management necessary to conduct the farming
operation.

Farm 25

100 acres
Operator - Brown and Smith, a general partnership
Owner - Sam Brown
Rental - .3333 crop share

Farm 26

100 acres
Operator - Brown and Smith, a general partnership
Owner - Brown and Smith, a general partnership
Rental - N/A

Result:

The partnership’ s farming operation consists of Farm 25 and Farm 26. Sam
Brown’ s farming operation consists of the acreage in Farm 25, only. Because
neither member of the partnership provides a significant "right hand”
contribution to the farming operation, the members of the partnership may not
be considered "actively engaged in farming" on the entire farming operation
under the individual or joint operation provisions. The members of the
partnership, as landowners of Farm 26, are considered "actively engaged in
farming" under the landowner exception.--*

Continued on the next page
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Par. 134

134  Percent of Cropland Factor (Continued)

*--J
Example 5
(Continued)

K
Example 6

7-9-92

Sam Brown, asindividual landowner of farm 25, is considered "actively
engaged in farming" under the landowner exception. Thisis 100 percent of
Sam Brown’sindividual farming operation. Sam Brown'’sinterest in the
partnership is a separate farming operation.

The partnership owns 50 percent of the cropland in its farming operation.
Therefore, the members of the partnership are "actively engaged in farming"
on 50 percent of the partnership’s farming operation and it is entitled to
receive 50 percent of its earned payment on each farm in the farming
operation.

In this example, Brown, Smith, Black, and Jones Partnership is made up of the
4 individual landowners. The partnership and the members of the partnership
do not have any other farming interests. Each farm is of equal size and value.
The contributions of each partner are commensurate and at risk. Each of the
landowners contribute their own land to the partnership, so no rent will be
paid. All payments go to the partnership.

The partnership hires all labor and management necessary to conduct the
farming operation

Farm 27

100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Sam Brown
Rental - N/A

*

Continued on the next page
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Par. 134
134  Percent of Cropland Factor (Continued)

*

Example 6
(Continued)

Farm 28

100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Pete Smith
Rental - N/A

Farm 29

100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Henry Black
Rental - N/A

Farm 30

100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Bill Jones
Rental - N/A

Result:

The farming operation for the partnership consists of al the acreage in farms
27, 28, 29, and 30. Because the members do not provide "right hand"
contributions, the members of the partnership are not "actively engaged in
farming" under the individual or joint operation provisions. However, each
individual is"actively engaged in farming" with respect to the actual land
owned under the landowner exception.

Because the members of the partnership are not "actively engaged in farming”
on the entire farming operation, only that portion earned with respect to the
owned land may be paid. The percent of cropland owned by each owner is 25
percent. Accordingly, a25 percent of cropland factor would be applied to the
partnership’s payment on each farm--*

135-148 (Reserved)
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149 Oveview

A
I ntroduction

B
In This Subsection

8-14-91

Subsection 2 Specific Rulesfor Contributions

Par. 149

This subsection explains specific rules for contributions required for "actively
engaged in farming" determinations.

The following paragraphs are included in this subsection.

Par agraph Title Page

150 Significant Contribution of Capital, Equipment, 2-202
and Land

151 Specific Rules for Capital 2-203

152 Specific Rules for Equipment 2-205

153 Specific Rulesfor Land 2-208

154 Significant Contribution of Active Personal 2-211
Labor or Management

155 Specific Rules for Active Personal Labor or 2-212
M anagement

156 Inputs for Commensurate Contributions 2-213

157 Determining Commensurate Contributions 2-215

158 Blended Shares 2-218

159 Determining Contributions "At Risk" 2-220
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Par. 150

150  Significant Contribution of Capital, Equipment, and L and

A
Introduction When a significant contribution of capital, equipment, or land is required, use
the rule in this paragraph to determine what is considered "significant.”
B
Rulesfor Significant  Thistable shows the general rules for determining when a significant
Contributions contribution is provided to afarming operation by an individual or entity.
Item Rule

Capital The capital must have a value equal to at least 50 percent
of the individual’s or entity’s commensurate share of the
total capital necessary to conduct the farming operation,
excluding any outlays of capital for land or equipment.

Equipment The equipment must have arental value equal to at least
50 percent of the individual’s or entity’s commensurate
share of thetotal rental value of the equipment necessary
to conduct the farming operation.

Land The land must have arental value equal to at least 50
percent of the individual’s or entity’ s commensurate share
of the total rental value of the land necessary to conduct
the farming operation.

Note: Sharerented land is a contribution of the
landlord, not the share renter.

Any The combined contribution of capital, equipment, and

combination land must have a value equal to 30 percent of the

of capital, individual’s or entity’ s commensurate share of the total

equipment, value of the farming operation.

and land
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Par. 151

151  Specific Rulesfor Capital

A
Introduction

B
General Rule

C
Direct
Out-of-Pocket Input

10-14-03

For capital to be a significant contribution to the farming operation, the
capital contributed must meet the requirements of this paragraph.

The capital must be contributed directly to the farming operation from a fund
or account separate and distinct from that of any other individual or entity
with an interest in the farming operation.

*--Capital contributionsto afarming operation do not include:

+ thevalue of labor or management
« outlaysfor land or equipment.--*

The capital may be a direct out-of-pocket input of a specified sum by the
individual, entity, joint operation, members of ajoint operation, or combined
State producer.

* * %

Continued on the next page
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Par. 151
151  Specific Rulesfor Capital (Continued)

D
Borrowed Capital Capital used as a significant contribution may be borrowed. Therulesin this
table apply to borrowed capital.

IF the farming operation is
conducted by... THEN borrowed capital must...

any of the following: +  be contributed directly to the farming operation by the applicable
individual, entity, or member

e anindividua
» not have been acquired as aresult of aloan made to, guaranteed by, or

» ajoint operation, but the secured by:
capital is contributed by a
member of the joint operation « any other individual, joint operation, or entity that has an interest in the
rather than by the joint farming operation
operation itself

+ theindividual, joint operation, or entity by any other individual, joint
s anentity operation, or entity that has an interest in the farming operation

» any other individual, joint operation, or entity in whose farming
operation this individual, joint operation, or entity has an interest.

ajoint operation in which the +  be contributed directly to the farming operation by the joint operation
capital is contributed by the joint

operation rather than by any » not have been acquired as aresult of aloan made to, guaranteed by, or
members secured by:

» any individual, entity, or joint operation that has an interest in the
*--farming operation, except members of the joint operation to which
theloan is made

Note: Refer to the example i subparagraph 296 [C. --*

+ thejoint operation by any individual, entity, or other joint operation
that has an interest in the farming operation

+ anyindividual, entity, or other joint operation in whose farming
operation thisjoint operation has an interest.
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152  Specific Rulesfor Equipment

Par. 152

A

Introduction To be credited as a significant contribution to the farming operation, owned or
leased equipment must meet the requirements of this paragraph.

B

L eased Equipment The equipment may be leased from any individual, entity, or joint
*--operation, but use the following table to determine if restrictions apply.

| F the equipment isleased from...

THEN...

another individual, entity, or joint operation
that has an interest in the farming operation

ajoint operation that has 1 or more members
in common with the producer to whom the
equipment is leased

the producer must:

« beableto proveto COC that the equipment was
leased at afair market value

» make the payment within the time determined
by COC to be reasonable and customary for the
area, taking into consideration whether the
equipment is leased by the hour, day, or acre, or
on an annual basis.

an individual, entity, or joint operation not
otherwise indicated in this table

the restrictions provided in this table do not apply.

Continued on the next page
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Par. 152
152  Specific Rulesfor Equipment (Continued)

C
Financing Rulesfor The restrictions on financing for equipment in this table apply to both owned
Equipment and leased equipment contributed for credit as a significant contribution.

| F the farming operation is

conducted by... THEN the equipment must...

any of the following: «  becontributed directly to the farming operation by the applicable individual,

entity, or member
e anindividua
* not have been acquired as aresult of aloan made to, guaranteed by, or

e ajoint operation, but the secured by:
equipment is contributed by a
member « any other individual, joint operation, or entity that has an interest in the
farming operation
e anentity
e theindividual, joint operation, or entity by any other individual, joint
operation, or entity that has an interest in the farming operation
» any other individual, joint operation, or entity in whose farming
operation thisindividual, joint operation, or entity has an interest.
ajoint operation in which the *  becontributed directly to the farming operation by the joint operation
equipment is contributed by the
joint operation * not have been acquired as aresult of aloan made to, guaranteed by, or

secured by:

« anyindividua, entity, or joint operation that has an interest in the
* --farming operation, except members of the joint operation to which
the loan is made

Note: Refer to the example in[subparagraph 296 C.--*

e thejoint operation by any individual, entity, or other joint operation that
has an interest in the farming operation

« any individual, entity, or other joint operation in whose farming
operation this joint operation has an interest.

Continued on the next page
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Par. 152
152  Specific Rulesfor Equipment (Continued)

D

Effects of Borrowed If any capital was borrowed by the individual, entity, or joint operation from

Capital on any other individual, entity, or joint operation with an interest in the farming

Equipment operation, the cash-leased equipment will not be considered as a significant

Contribution contribution unless the individual, entity, or joint operation can prove to COC
that sufficient capital was available from another source to pay the cash lease.

E

Occasional The occasional exchange of equipment, including labor, with a neighbor will

Exchange of not affect the contribution determination if each producer has adequate

Equipment equipment, through ownership or lease, to conduct his or her own farming

operation in amanner normally acceptable for the area.
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Par. 153

153  Specific Rulesfor Land

A
I ntroduction

B
Leased Land

3-14-94

To be considered a significant contribution to the farming operation, owned or
cash leased land must meet the requirements of this paragraph.

The land may be leased from any individual, entity, or joint operation.

If the land isleased from another individual, entity, or joint operation that has
an interest in any crop or crop proceeds in the farming

*--operation, the producer must:

» beableto proveto COC that the land was leased at afair market value

+ make the payment within the time determined by COC to be reasonable
and customary for the area.--*

Note: Share-rented land is a contribution of the landlord, not the share renter.

Continued on the next page
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Par. 153

153  Specific Rulesfor Land (Continued)

C

Financing Rulesfor Therestrictionsin this table apply to both owned and leased land contributed
Land for credit as a significant contribution.

| F the operation is conducted
by...

THEN theland must...

any of the following:
e anindividua

e ajoint operation, but theland is
contributed by a member

«  anentity

* becontributed directly to the farming operation by the applicable
individua, entity, or member

* not have been acquired as aresult of aloan (including land acquired
by "Contract of Deed", "Deed of Trust", "Land Contract", or other
similar arrangement) made to, guaranteed by, or secured by:

« any other individual, joint operation, or entity that has an interest
in the farming operation

« theindividual, joint operation, or entity by any other
individual, joint operation, or entity that has an interest in the
farming operation

« any other individual, joint operation, or entity in whose
farming operation thisindividual, joint operation, or entity
has an interest.

ajoint operation in which theland is
contributed by the joint operation

e becontributed directly to the farming operation by the joint operation

* not have been acquired as aresult of aloan (including land acquired
by "Contract of Deed", "Deed of Trust", "Land Contract", or other
similar arrangement) made to, guaranteed by, or secured by:

e anyindividual, entity, or other joint operation that has an
* --interest in the operation, except members of the joint operation to
which the loan is made

Note: Refer to the example iln.subparagraph 296/C.--*

e thejoint operation by any individual, entity, or other joint
operation that has an interest in the farming operation

« any individual, entity, or other joint operation in whose
farming operation thisjoint operation has an interest.

3-14-95

Continued on the next page

1-PL (Rev. 1) Amend. 29 Page 2-209



Par. 153
153  Specific Rulesfor Land (Continued)

D

Effects of Borrowed If any capital was borrowed by an individual, entity, or joint operation from
Capital on Land any other individual, entity, or joint operation with an interest in the farming
Contribution operation, cash leased land will not be considered as a significant contribution

unless the individual, entity, or joint operation can prove to COC that
sufficient capital was available from another source to pay the cash lease.
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Par. 1564

154  Significant Contribution of Active Personal L abor or M anagement

A
I ntroduction

B

Ruleson
Significant
Contribution

[7 CFR 1400.3] When a significant contribution of active personal labor or active
personal management is required, use the rules in this paragraph to determine
what is considered "significant.”

This table shows the general rules for determining when a significant contribution
is provided to afarming operation by an individual or entity.

ltem

Rule

Active personal labor The active personal labor must be an amount that is the smaller of:

+*--1,000 hours per either FY or crop year--*

» 50 percent of the total hours that would be required to conduct a
farming operation comparablein sizeto thisindividua’s or entity's
commensurate share in the farming operation.

Active personal
management

The contribution of active persona management must be critical to the
profitability of the farming operation, taking into consideration the
individual’s or entity’s commensurate share in the farming operation.

and management

Any combination of labor | Combined contributions of active personal labor and active personal

management must have a critical impact on the profitability of the
farming operation in an amount at least equal to the significant
contribution of either consideration when taken aone.

12-4-98

Note: If amember of ajoint operation receives a guaranteed payment for any
part of acontribution of labor or management, exclude all of the specific
type of contribution for which payment is received.
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Par. 155

155  Specific Rulesfor Active Personal Labor or M anagement

A
I ntroduction

B
Basisfor Decisions

C
Requiring Proof

8-14-91

It isdifficult to measure a significant contribution of management. The
required hours of labor will be different in 1 type of farming operation than in
another. In some cases, it is difficult to distinguish between labor and
management.

Decisions must be based on COC' s best judgement considering:
» therequirementsin this section

» theintent of these provisionsisto provide program benefits to bona
fide farmers, personally providing meaningful inputs on the farm.

Note: COC's are given enough discretion to make the subjective decisions
required.

If necessary, COC may require proof of who provides:

« labor equal to 50 percent or more of the individual’s or the entity’s
commensurate share of the labor required

Note: Proof of labor exceeding 1,000 hoursis not required.

« management input critical to the overall profitability of the farming
operation

» asatisfactory contribution of a combination of labor and management.
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Par. 156
156 Inputsfor Commensurate Contributions

A

Introduction For afarming input to be considered toward satisfying the requirements of
commensurate contributions, the requirements of this paragraph must be met.

B

Rulesfor After the requirements for significant contributions have been met, apply the

Commensur ate rulesin this table when determining commensurate contributions.

Contributions

Farming
I nput General Rule Requirements
+ Land Include if contributed | F the contribution was acquired asa THEN the
*  Cepitdl directly tothefarming | yesylt of aloan to... loan must...
*  Equipment operation by the
individua or entity. o thefarming operation in which theindividual | « bear the
or entity has an interest prevailing
interest rate
e theindividual, entity, or farming operation:
* havea
e by thefarming operation or any of its repayment
members, beneficiaries, or related entities schedule
normal for
» that was guaranteed or secured by the the area.
farming operation or any of its members,
beneficiaries, or related entities.
» Labor Include al contributions | *--|f amember of ajoint operation receives a guaranteed payment for
+ Management | of laborand _ any part of acontribution of labor or management, exclude al of the
management, including | ghedific type of contribution for which payment is received --*
hired labor and hired
management.

Note: "Draws' or advances for amember that have an effect on the
member’ s share of the partnership or proceeds of the
partnership are not considered a guaranteed payment.

Continued on the next page
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Par. 157

157  Determining Commensur ate Contributions

A

Introduction Use the guidelinesin this paragraph to determine whether contributions are
commensurate with shares.

B

General Rule Total contributions that are "within reason™ of being equal to the claimed
share of profits and losses shall be considered commensurate.
Note: COC’s shall not establish a specific tolerance for "within reason.”

C

Determining Use the steps in this table to determine each individual’ s or entity’s

Contributions contributions to a farming operation.

Step Action

1 Determine the total amount of each farming input needed to conduct the farming operation.

2 Determine the type and amount of farming inputs provided by the individual or entity that
meet the requirements inparagraph 156

3 Determine the percentage of each input required to conduct the farming operation provided
by the individual or entity.

4 Doestheindividual or entity provide the same percentage of all inputs required to conduct
the farming operation?

» If yes, consider the individual or entity as providing that percentage of that percentage
of the farming inputs required to conduct the farming operation.

» |If no, determine the value of the inputs provided by the individual or entity relative to
the total amount of farming inputs required to conduct the farming operation.

5 Determine whether the individual’ s or entity’ s contributions to the farming operation are
commensurate with the individual’s or entity’s claimed share of the farming operation. See
subparagraph 157/D.

Continued on the next page
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Par. 157

157  Determining Commensurate Contributions (Continued)

D
Determining Use the steps in this table to determine whether contributions to afarming
Commensurate operation are commensurate with the claimed share of the profits or losses.
Shares
Step Deter mination
1 Is the producer’ s farming operation participating in more than 1 program?
* |fyes gotostep 2.
e Ifno, gotostep 4.
2 Are the producer’ stotal contributions to the entire farming operation commensurate with the claimed shares
of all programs for the entire farming operation?
e Ifyes gotostep5.
* |fno,gotostep 3.
3 Are the producer’ s contributions toeach of the programs commensurate with the claimed shares of each
program separately?
e Ifyes gotostep5.
* If no, do not continue.
Note: Determine the producer to be not "actively engaged" for the farming operation.
4 Are contributions by the producer that COC considers pertinent to the farming operation commensurate with
the claimed share of profits or losses from the farming operation?
e Ifyes gotostep5.
* If no, do not continue.
Note: Determine the producer to be not "actively engaged" for the farming operation.
5 Determine the producer to be "actively engaged in farming"” if al other provisions are satisfied.
Continued on the next page
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Par. 157
157 Determining Commensur ate Contributions (Continued)

E
DD Responsibility DD isresponsible for:

« verifying that no "tolerance" for commensurate contributions is established
in any county

e maintaining reasonable uniformity between counties

» ensuring that the integrity of the program is maintained.
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158 Blended Shares
A

I ntroduction

B
When to Use

C
Determining
Blended Shares

4-18-96

Par. 158

Producers may have different shares of * * * crops and land uses, possibly on
different farms, within afarming operation.

Use this procedure to blend the different shares of * * * crops and land uses to
determine the producer’ s overall share of the farming operation.

Follow thistable to determine the producer’s overall shares of the farming
operation. CCC-504 may be used.

Step Action

1 *--List acres of crops and land uses on farms in which the
producer has a share. --*

* % %

2 Add the acres of the listed crops and land uses.

3 Multiply the acres of each of the listed crops and land uses by the
producer’ s percent share of that crop or land use.

4 Add the results of step 3.

5 Divide the result of step 4 by the result of step 2 to determine the
producer’ s blended share of the farming operation.

Continued on the next page
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Par. 158
158 Blended Shares (Continued)

D

Example This example shows how CCC-504 (Optional) may be used to determine
blended shares.

REPRODUCE LOCALLY. Include from number and date on reproductions.

CCC-504 (OPTIONAL) U.S. DEPARTMENT OF AGRICULTURE 1. PROGRAM YEAR
(04-11-89) Commodity Credit Corporation 199%
WORKSHEET TO BLEND SHARES AND . STATE 3. COUNTY
DETERMINE PERCENT OF CROPLAND FACTOR Ia Warren

SECTION | - BLENDING A PRODUCER'S SHARE OF PROGRAM CROPS, ACR, CU FOR PAYMENT, AND CRP
4. PRODUCER NAME

McGlynn Farms, Inc.

FARM N§UMBER CROP ORGLAND USE AC;ES PERCEN"’I’ SHARE ACRE 9SHI\RE
16 Corn 150.0 L7500 112.5
16 Wheat 75.0 L7500 52.5
21 Wheat 50.0 L7500 37.5
25 Corn 80.0 .7500 60.0
25 Wheat 105.0 .b667 70.0

10. Divide the total of column 9 by the total of column 7. .7223 = Producer's blended share.

SECTION Il - DETERMINING ADJUSTED PAYMENTS ALLOWED BY PERCENT OF CROPLAND FACTOR

1| Column 14 divide the
total cropland acres
owned by the total
cropland acres in the
producer's farming
operation to get the
percent of cropland

Column 16 muitiply the
percent of cropland
factor by the
producer's payments
earned on each farm
to get the producer's
adjusted payments

factor. The factor i allowed.
applies to each payment
L earned by the producer. .
11 12 13 14 15 16
FARM NUMBER CROPLAND ACRES TOTAL CROPLAND PERCENT OF PRODUCER PAYMENTS| ADJUSTED
OWNED ACRES CROPLAND FACTOR EARNED BY FARM PAYMENTS
ALLOWED

REMARKS
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159  Determining Contributions" At Risk"

A
I ntroduction

B
General Rule

C
Specific Rulesfor
" At Risk"

160-170 (Reserved)

8-14-91

Par. 159

In addition to other requirements for an individual or entity to be considered
"actively engaged in farming”, the contributions made by the individual or

entity must be "at risk".

For a producer’s contribution to be considered "at risk", there must be a
possibility that the producer could suffer loss.

Apply the rulesin this table when determining whether contributions are "at

risk".

IF the producer is...

THEN...

an individual

the individual’ s contributions to the farming
operation must be at risk.

ajoint operation

the members’ contributions to the farming
operation must be at risk.

an entity

the entity’ s contributions to the farming
operation must be at risk.

1-PL (Rev. 1) Amend. 1 Page 2-220
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Par. 171
Section 8 Cash-Rent Tenant

171 Overview

A
Background The Omnibus Budget Reconciliation Act of 1987 amended the Food Security
Act of 1985 to provide restrictions on payments to cash-rent tenants.
B
In This Section The following paragraphs are included in this section.
Paragraph Title Page

172 Cash-Rent Tenant Rule 2-238
173 Cash-Rent Tenant Example 2-240

8-14-91 1-PL (Rev. 1) Amend. 1 Page 2-237



Par. 172

172 Cash-Rent Tenant Rule

A
Introduction

B
Applicability

Rule

10-14-03

A cash-rent tenant must meet the requirements of this paragraph to be eligible
to receive payment for programs that require application of the cash-rent

tenant rule.

*--[7 CFR 1400.401 (a)] The cash-rent tenant rule appliesto any producer--*
that rents land from another producer for cash or a crop share guaranteed as
the amount of the commodity to be paid in rent.

The provisions also apply to tenants who rent land for O dollars or who farm
the land in exchange for compensation other than cash, such as:

« controlling weeds on land not owned
¢ barter arrangements.

*--[7 CFR 1400.401 (a)] Any cash-rent tenant shall be ineligible to receive--*
payment unless the cash-rent tenant makes:

« asignificant contribution to the farming operation of active personal labor

« if labor isnot provided, significant contributions to the farming
operation of active persona management and equipment.

Notes: A cash-rent tenant must also meet all applicable requirementsto be
considered "actively engaged in farming."

See paragraph 134 if the producer is eligible to receive payment
for a portion of the farming operation represented by the amount

of cropland that is not cash rented from another producer.

Continued on the next page
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172

Par. 172

Cash-Rent Tenant Rule (Continued)

D
Specific Rulesfor
Equipment

Usetherulesin thistableif asignificant contribution of equipment is
necessary to meet the requirements of the cash-rent tenant rule.

| F the cash-rent tenant...

THEN...

provides the harvesting
equipment

the rental value of harvesting equipment is included when
determining the total rental value of the equipment necessary to
conduct the farming operation.

meets both of the following
requirements:

e custom harvesting isused in
the cash-rent tenant’s
farming operation

» the custom harvester has no
interest in the farming
operation

the rental value of harvesting equipment is not included when
determining the total rental value of the equipment necessary to
conduct the farming operation.

Note: The rental value of harvesting equipment would still be
considered in making "actively engaged in farming”
determinations.

Example: Individual A, acash-rent tenant, owns or leases al
equipment for the farming operation except equipment
needed for harvesting. Harvesting is custom hired.
The custom harvester has no interest in the farming
operation.

The rental value of harvesting equipment shall not
be included in determining the total rental value of
equipment needed to conduct the farming

operation for purposes of the cash-rent tenant rule.

|eases the equipment from the
landowner

*--the lease and payment must meet the requirements of

[subparagraph 152 B .--*

|eases the equipment from the
same individual or entity that is
providing hired labor to the
farming operation

both of the following conditions must be met:

» the contracts for the lease of the equipment and for the hired
labor must be 2 separate contracts that reflect the fair market
value of the leased equipment and the hired |abor

» the cash-rent tenant must exercise complete control over the
use of a significant amount of the equipment during the
current crop year.

11-23-92
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Par. 173

173  Cash-Rent Tenant Example

A
Example

174-180 (Reserved)

8-14-91

Situation: Individual A cash leases land from Landowner B. Individua A
subleases the land to Producer C on a share-rent basis. Individual A
contributes the land and active personal management to the farming operation.

Determination: Because Individual A cash rents the land from Landowner
B, Individua A:

e isacash-rent tenant

» isnot the landowner and cannot be considered "actively engaged in
farming" because of the landowner provision.

Because Individual A has provided a significant contribution of land and
management, Individual A can be considered "actively engaged in farming”.
However, Individual A isineligible to receive program payments on the cash
rented land, because the necessary contributions for a cash-rent tenant were
not made.

A separate determination will be made for Producer C.
Landowner B is not considered to be "actively engaged in farming” for this

farming operation, but may be considered "actively engaged in farming"” for
another farming operation.

1-PL (Rev. 1) Amend. 1 Page 2-240
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181 Overview

A
Background

Par. 181
Section 9 Permitted Entities

The Omnibus Budget Reconciliation Act of 1987 amended the Food Security Act
of 1985 to provide that an individual or entity may not receive specified
payments, either directly or indirectly, from more than 3 "permitted entities’.

Subsection 1  (Withdrawn--Amend. 38)

182-185 (Withdrawn--Amend. 38)

186-196 (Reserved)

12-4-98

1-PL (Rev. 1) Amend. 38 Page 2-251
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Par. 197
Subsection 2 Entity Notification Requirements

197 Oveview

]An This Subsection The following paragraphs are included in this subsection.
Par agraph Title Page
198 Entity Responsibilities 2-272
199 Notification Exceptions 2-273
200 Required Information 2-275
201 Completing CCC-501A 2-276
202 Results of Nondisclosure 2-281
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Par. 198

198 Entity Responsibilities

A
I ntroduction

B

Responsibility for
Providing

I nformation

C

Responsibility for
Notifying Members

8-14-91

The Omnibus Budget Reconciliation Act of 1987 requires the entity to provide
the information in subparagraph B. These requirements ensure that USDA
can adequately control compliance with permitted entity provisions.

The entity receiving payment is responsible for obtaining the name, address,
and ID number of each member, individual and entity, including individuals
and entitiesin each lower level of embedded entity.

Each entity must notify each individual member, including members of
embedded entities, of the:

» requirements and limitation of the "permitted entities" provisions
« final date for members to designate "permitted entities".

1-PL (Rev. 1) Amend. 1 Page 2-272



Par. 199
199  Notification Exceptions

A

Introduction The notification requirements for entities apply to all entities receiving payment,
including embedded entities, unless an exception in this paragraph applies.

B

Exceptions Notification requirements do not apply if the entity:

» ispublicly traded on 1 of the following stock exchanges:

New Y ork Stock Exchange

American Stock Exchange

Pacific Stock Exchange

National Association of Stock Dealers Automated Quotations (NASDAQ)

e has more than 100 members
o istax exempt under section 501(C)(3) of the Internal Revenue Code.

Notes: Approval by IRS shall be indicated by providing COC with a copy of
either of the following:

* |RSdetermination letter notifying the organization or entity of
approval as atax exempt entity for the year

» copy of the organization’s or entity’s most recently filed IRS-
990.

Documentation not effective for the current year may be accepted
if COC is satisfied the status for the current year is the same as
supported by the documentation.

Note: If the entity meets 1 of the exceptions stated in this subparagraph, it must
also meet the requirement in
subparagraph C.

Continued on the next page
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Par. 199

199 Notification Exceptions (Continued)

C

Requirement if
Entity Qualifies
for Exception

If an exception in subparagraph B applies, a responsible representative of the
entity must certify member ownership interest according to this table.

IF... THEN...

no member » enter on applicable CCC-502, section 5, the statement, "No member holds
holds 5 percent more than 5 percent ownership interest in this entity."

interest in the

entity « havethe entity representative initial the statement and sign CCC-502C or

CCC-502D

» CCC-501A and CCC-501B are not required.

amember holds
more than 5
percent interest
in the entity

» the entity must provide membership information for those members with
more than 5 percent interest

» theentity isnot required to provide the membership information for the
balance of its members

Note: On the applicable CCC-502, enter the statement, "Except as listed
above, no other member holds more than 5 percent ownership interest
in this entity."

» therepresentative of the entity must initial the statement and sign CCC-502C
or CCC-502D

« members and embedded entities, if applicable, shall be entered on CCC-
501A.

Note: Designation as a"permitted entity” is not required by members with less
than 10 percent interest unless COC determines the interest a substantial
beneficial interest * * *.

12-4-98
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Par. 200
200  Required Information

A

Rule Each entity that submits a contract for a program or an application for payment
that is subject to permitted entity designations or attribution must provide COC
the name, ID number, and address of each individual and embedded entity that
holds or acquires any interest, directly or indirectly, in the entity earning payment.
Thisinformation will be recorded on CCC-501A. aragraph 201
Notes. Joint operations are not entities.

aragraph 199|for notification exceptions.

B

I nfor mation *--[7 CFR 1400.502] Provide the information to COC at the time CCC-502C--*

Deadline or CCC-502D isfiled.

If the required information is not filed in the County Office * * * according to
the entity will be ineligible to receive program payments.

Note: * * * If an entity participates only in programs not subject to permitted
entity designations, CCC-501A is not required. However, embedded
membership information, if applicable, isrequired on CCC-502'sto
resolve "person” determinations.
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Par. 201

*1-201 Completing CCC-501A, M ember’sInfor mation--*

A

Who Must
Complete
CCC-501A

B
Filling
Responsibility

C
Deadlinefor
Submitting
CCC-501A

D

Filing and
Distribution

12-8-99

Each corporation, limited partnership, estate, trust, or similar entity that submits a
contract for payment that is subject to the limitation must provide the member’s
information required on CCC-501A.

Exception:  CCC-501A isnot required if al of thefirst level members are
individuals.

Note: New CCC-501A’s are not required to be filed in subsequent years if
CCC-502 is updated according to paragraph 53.

The entity that is earning payment is responsible for obtaining and providing the
required information to COC.

The entity earning payment shall provide the completed CCC-501A to COC at the
time CCC-502C or CCC-502D isfiled.

File the original in the entity’ s payment limitation folder and give the second copy
to the payment entity.

Continued on the next page
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Par. 201

*--201 Completing CCC-501A, Member’s I nfor mation (Continued)

E
Completing
CCC-501A

12-8-99

Complete CCC-501A according to thistable.

[tem

Number Instruction

1 Enter the program year.
2 Enter the county and State in which the entity is headquartered.--*

Part A | Enter the payment entity’s name.

3-6 Enter the name, Social Security and employer ID numbers, address,
and percentage share of ownership for each individual or entity
who isamember of the entity. Use supplemental CCC-501's, if
needed.

Parts B-E| Enter the name of any entity that is a member (embedded entity) of
the previously listed entity or embedded entity. If thereis more
than 1 entity that is a member of the previoudly listed entity, use
supplemental CCC-501A to properly list the embedded entity at the
appropriate level.

Part F | List the name, Social Security and employer ID numbers, address,
and percentage share of ownership for each individual who has
more than 50 percent ownership share in any further embedded
entity.

Part G | *--Signature of authorized representative and date.--*

Continued on the next page
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Par. 201

*--201 Completing CCC-501A, M ember’s I nformation (Continued)

F
Example of
CCC-501A

12-8-99

The following is an example of a completed CCC-501A.

Form Approved - OMB No. 0560-0096

CCC-501A U.S. DEPARTMENT OF AGRICULTURE 1. PROGRAM YEAR 2000

(12-14-99) Commodity Credit Corporation

2. COUNTY AND STATE

MEMBER’S INFORMATION Craighead, AR

NOTE:  The following statements are made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork Redlction Act of 1995, as amended.
The Agriculture Act of 1949, as amended, and the Food Secuﬂty Act of 1985, as d, the ion of the data on this form which will be
used in applying statutory p eligibility and i Furnishing this data is voluntary; however, without it we may be unable to establish
Yyour maximuim eligibility for program payments. This data may be furnlshed to any agency responsible for enforcing these provisions.

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of
information unless it d/splays a val/d OMB control number. The valid OMB control number for this mformaf/on collection is 0560-0096. The time required
fo this i is estir d to range from 20 minutes to 1 hour per ing the time for reviewing instructions,
searching existing data sources, gathering and maintaining the data needed, and and reviewing the ion of ir jon. RETURN THIS
COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

Part A- For each individual or entity who is a member of this entity, list the member's name, social security/employer identification number,
address, and percentage share of ownership. If a member has both types of identification numbers, list both.

ENTITY NAME Masner Farms, Inc.

MEMBE%’S NAME SOCIAL SECU;ITY/EMPLOYER ADD%ESS PER%ENT
IDENTIFICATION NUMBER SHARE
J. Masner 11-11111111 333 Jones Rd., Somecity, AR 72401 50 %
M. Bruce, Inc. 22-22222222 66 Somestreet, Anytown, AR 72501 50 %
%
%
%
Part B- Embedded Entities: For any member listed in Item A, who is an entity, list such embedded entity's name and list the requested,
information for each member of such entity. If a member has both types of identification numbers, list both. If more than one member,
listed in Item A is an entity, provide the requested information for each entity on supplemental sheets.
EMBEDDED ENTITY NAME M. Bruce, Inc.
7. SOCIAL SECUF?ITY/EMPLOYER ADDgléESS PEIRJ(?ENT
MEMBER'S NAME IDENTIFICATION NUMBER SHARE
M. Bruce 222-22-2222 66 Somestreet, Anytown, Ar 72451 50 %
M. Mangrum, Inc. 33-33333333 105 Normal St., Sometown, AR 72432 50 %
%
%
%
Part C-Embedded Entities: For any member listed in ltem B, who is an entity, list such embedded entity's name and list the requested,
information for each member of such entity. If a member has both types of identification numbers, list both. If more than one member,
listed in Item B is an entity, provide the requested information for each entity on suppfemental sheets.
EMBEDDED ENTITY NAME M. Mangrum, Inc.
: SOGIAL SECURITY/EMPLOYER 18 PERGENT
MEMBER'S NAME IDENTIFICATION NUMBER ADDRESS SHARE
M. Mangrum, Inc. 33-33333333 105 Normal St., Sometown, AR 72432 50 %
Glenn Farms, Inc. 44-44444444 12 Fisher St., Farmtown, AR 72432 50 %
%
%
%

Continued on the next page
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Par. 201
*--201 Completing CCC-501A, M ember’s I nformation (Continued)

F
Example of
CCC'501A CCC-501A (Reverse) (12-14-99)

(Cont| n u aj) Part D- Embedded Entities: For any member listed in ftem C, who is an entity, list such embedded entity's name and list the requested,
information for each member of such entity. If a member has both types of identification numbers, list both. If more than one
member, fisted in Item C is an entity, provide the requested information for each entity on supplemental sheets.

EMBEDDED ENTITY NAME Glenn Farms, Inc.

3 SOCIAL SECU1R?;FY/EMPLOYER 17. PER1§ENT

MEMBER'S NAME IDENTIFICATION NUMBER ADDRESS SHARE
D. Glenn 444-44-4444 12 Fisher St. Farmtown, AR 72432 50 %
R. Stewart, Inc. 55-55555555 20 C Street, Anycity, AR 72001 25 %
F. Brown 666-66-6666 171 School St., Sometown, AR 72432 25 %
%
%

Part E- Embedded Entities: For any member listed in ftem D, who is an entity, fist such embedded entity's name and list the requested,
information for each member of such entity. If a member has both types of identification numbers, list both. If more than one
member, listed in item D is an entity, provide the requested information for each entity on supplemental sheets.

EMBEDDED ENTITY NAME R. Stewart, Inc.

. 20. 1. 2.

oo e | soomseouremoer
R. Stewart 555-55-5555 20 C Street, Anycity, Ar 72001 50 %
T. Smith, Inc. 66-666666660 55 Federal Ave., Somecity, AR 72401 25 %
N. Heindselman T77-77-7777 Rt. 1, Box 3, Sometown, AR 72432 15 %
J. Timbs 888-88-8888 12 T Street, Nowhere, Ar 72352 10 %

%

Part F- List the following information for an individual who has more than a 50 percent ownership share in any further embedded entity.
EMBEDDED ENTITY NAME T. Smith, Inc.

2. 2.
25.
) SOCIAL SECURITY/EMPLOYER PERCENT
MEMBER'S NAME IDENTIFICATION NUMBER ADDRESS SHARE
T. Smith, Inc. 66-66666666 55 Federal Ave., Somecity, AR 72401 60 %
%
EMBEDDED ENTITY NAME
- 2. - 30.
6 SOCIAL SECURITY/EMPLOYER g PERCENT
MEMBER'S NAME IDENTIFICATION NUMBER ADDRESS SHARE
%
%

Part G- CERTIFICATION

1 certify that all the information entered on this document is true and correct. I understand furnishing incorrect information will result in forfeiture of
\payments and the assessment of a penalty. I will timely provide written notification to the Farm Service Agency committees for the county and State
listed on this form of any changes in the information provided.

31. REPRESENTATIVE'S SIGNATURE OF PAYMENT ENTITY 2 [33. DATE

s/ Masner farms, Inc. by J. Masner President 01-24-XX
The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, gender, religion, age. disability, political beliefs, sexual
orientation, and marital or family status. (Not all prohibited bases apply to ail programs.) Persons with disabilities who require alternative means for communication of program information (Braille, large print,

audiotape, etc.) should contact USDA's TARGET Center at (202) 720-2600 (voice and TDD). To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building,
1400 Independence Avenue, SW, Washington, D.C. 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer.

12-8-99 1-PL (Rev. 1) Amend. 39 Page 2-279
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Par. 202
202  Results of Nondisclosure

A
CcocC *--[7 CFR 1400.301 (e)] If the entity failsto provide COC with the--*
Responsibilities name, ID number, and address of each applicable individual and entity, COC

shall:

deny any payment earned by the entity
« notify the entity of the denied payment and reason for the denial
» not be responsible for notifying the members

« permit the producer to cancel the applicable production flexibility
contract according to the future 1-PF or 1-CRP.

203-213 (Reserved)

2-18-97 1-PL (Rev. 1) Amend. 34 Page 2-281
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Par. 214
Subsection 3 Permitted Entity Designations

214  Overview

ﬁ] This The following paragraphs are included in this subsection.
Subsection
Par agraph Title Page
215 General Permitted Entity Requirements 2-292
216 Designation of Embedded Entities 2-295
217 Designations Involving Combined Individuals or 2-301
Entities
218 Completing CCC-501B 2-306
219 Completing CCC-501C 2-311
220 Results of Nondesignation 2-314
221 Withdrawn--Amend. 34
222-232 Reserved
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Par. 215

215  General Permitted Entity Requirements

A
I ntroduction

Persons holding, directly or indirectly, a substantial beneficial interest in an entity
that receives a payment subject to "permitted entity” provisions must designate
that interest for the share to be paid.

Notes: Sed paragraph 16lfor program applicability.

A joint operation is not an entity.

B
General Rule The following table explains the general "permitted entity"” rule.
THEN that person may not receive additional
payments, directly or indirectly, from holding
| F a person... substantial beneficial interest in morethan...
receives payments subject to "permitted 2 entities which also receive payments.

entity” designations directly or as a member
of ajoint operation

does not receive payments subject to 3 entities which receive payments.
"permitted entity" designations directly or as
amember of ajoint operation

12-4-98

Notes: One set of "permitted entities” appliesto all programs subject to
"permitted entity” designations.

*--Individuals may refuse or refund payment as an individual and be allowed
to designate 3 entities through which to receive payment.--*

Continued on the next page
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Par. 215

215 General Permitted Entity Requirements (Continued)

C
Substantial
Beneficial

I nterest

D
Required
Information

12-4-98

A substantial beneficial interest is an ownership interest of either of the following:

« 10 percent or morein an entity
Note: In determining whether thisinterest equals at least 10 percent, all
interests in the entity that are owned by an individual or entity, directly
or indirectly, shall be taken into consideration.
Example: A corporation owns the entity.

o*--|ess than 10 percent in an entity if both of the following apply:

« any individua or entity has adirect or indirect interest of less than
10 percent in more than 1 entity earning payment

e COC determines that the arrangement was established for the purpose of
circumventing the "permitted entity" provisions of the program.

Note: This determination appliesto al interests of the "person” that are less
than 10 percent.

The entity receiving payment must provide COC the name, address, and ID
number or each individual and entity in each lower level of embedded entity.

Note: Record thisinformation on CCC-501A. Sek paragraph 201

A current CCC-502 is required for all program participants.

Note: CCC-502 may be required for an embedded entity if COC considers the
information necessary for "person” and "actively engaged in farming"
determinations for the entity receiving payment.--*

Continued on the next page
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Par. 215

215 General Permitted Entity Requirements (Continued)

E
Who Must
Designate

12-4-98

"Permitted entity" designations must be made by individuals holding, directly or
indirectly, a substantial beneficial interest in the entity.

The responsibility for "permitted entity” designations follows to each embedded
entity until either all shares are represented by individuals or the fifth level is
reached. If an entity has no individuals at any level or, in thefifth level, 1 or more
of the membersis still an entity:

» theentity must designate for itself

» members beyond the fifth level will be disregarded, insofar as "permitted
entity" designations are concerned.

Example: If the combined State producer has an interest in an entity receiving
payment which is not combined as 1 "person” with the combined State
producer, that interest must be designated by the combined State
producer to be paid.

Note: Use the drawing, conducted according to paragraph 256, to
determine "permitted entity" order, if necessary.

Notes: This does not relieve the responsibility for making " person™
determinations to whatever level isrequired to resolve all entities.

Sed paragraph 216lfor designation of embedded entities.

Continued on the next page
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Par. 215
215 General Permitted Entity Requirements (Continued)

F

Notification by If an individua or entity, as applicable, holds substantial beneficial interest,
Member s of directly or indirectly, in 1 or more entities or embedded entities, the individual or
Per mitted entity shall:

Entities

» designate the "permitted entities" of hisor her choice on CCC-501B.

Note: Total designationsfor all programs shall not exceed the allocation of
permitted entities. Designations must be made no later than the
final date allowed by applicable program procedure in order to be
effective for that program.

« notify COC’sin the counties where the member has earnings, if any, plus each
county where the designated "permitted entity" has earnings.

Note: See paragraph 220 for results of nondesignation andl paragraph 2735 for
Incapacitated individual rule.

Continued on the next page
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Par. 215

215 General Permitted Entity Requirements (Continued)

G
Perpetual
Designation

H

Permitted Entity
Designationsfor
Trusts

I
Designating
More Than
Allowable
Number of
Permitted
Entities

J
Recording a
Redesignation

12-4-98

Once adesignation isfiled with COC, it will remain in effect for succeeding
years, unlessit is changed by the producer. Designation of permitted entities may
not be made or changed later than the final date allowed by the applicable
program procedure for submitting required documentation.

Trustees of atrust shall not be allowed to designate "permitted entities' on
CCC-501B for the individual beneficiaries of the trust, unless FSA-211 isonfile
authorizing the trustee to designate "permitted entities" for the individual
beneficiary.

Do not make payments to any individual or entity that designates more than the

allowable number of "permitted entities." Payments must be withheld from the

individual, entity, and all parent entities. COC may allow the producer to delete
the excess designationsiif al of the following apply:

» COC determines that the excess designation was inadvertent and not
Intentional

o COC determines the deletion does not serve to change a legitimate designation
that was later found to be undesirable

e COC'sdetermination is recorded in the minutes.

A redesignation shall be recorded by:

« drawing aline through the old designation on CCC-501B and have the
member initial

» recording the new designation on the same line as the previous designation
« obtaining the member’s signature and current date

« updating the permitted entity selections in the automated system.
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Par. 216
*1-216 Designation of Embedded Entities

A
Rule If anindividua or entity, as applicable, has an interest in an embedded entity,
designation of that interest will count as 1 of the "permitted entities’ for that
individual or entity.
B
Examplefor Thisisan example for designating "permitted entities" for embedded entities.
Designating
" Permitted Entities’
Level Corporation Stockholder Per cent of Stock
1 A Individua A 33
Individual B 33
Corporation B 34
2 B Individual A 33
Individual C 33
Corporation C 34
3 C Individua A 33
Individual D 33
Corporation D 34
4 D Individual A 33
Individual E 33
Corporation E 34
5 E Individua A 33
Individual F 33
Corporation F 34

Note: In thisexample, only Corporation A is earning program benefits.--*

Continued on the next page
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Par. 216

*--216 Designation of Embedded Entities (Continued)

C

Example of
Designations,
First Level

D

Example of
Designations,
Second Level

2-17-95

Only Individuals A and B may designate "permitted entities". If both
individuals designate Corporation A as 1 of their "permitted entities’, this
accounts for 66 percent of the possible payment to the corporation.

Because only individuals may designate "permitted entities,” Corporation B
must ook to its stockholders to make the designations.

If:

e Individua A (asamember of Corporation B) designates Corporation A as
a"permitted entity":

» thisrepresents the second selection for Individual A

» the share of Corporation A that may be paid is 77.22 percent
(66 percent plus 33 percent times 34 percent equals 77.22 percent)

e Individua C (asamember of Corporation B) designates Corporation A as
a"permitted entity":

» thisrepresentsthe first selection for Individual C

» the share of Corporation A that may be paid is 88.44 percent
(66 percent plus 66 percent times 34 percent equals 88.44 percent).--*

Continued on the next page
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Par. 216

*--216 Designation of Embedded Entities (Continued)

E

Example of
Designations, Third
Level

2-17-95

Again, Corporation C (in the second level) cannot designate, so the share of
Corporation A that is represented by Corporation C's share of Corporation B
must be designated by the members of Corporation C.

If:

e Individua A (asamember of Corporation C) designates Corporation A as
a"permitted entity":

» thisrepresentsthe third selection for Individual A
» theshare of Corporation A that may be paid is 92.25 percent
(66 percent plus 66 percent times 34 percent, plus 33 percent times 34

percent times 34 percent equals 92.25 percent)

* Individua D (asamember of Corporation C) designates Corporation A as
a"permitted entity":

» thisrepresentsthe first selection for Individual D
» the share of Corporation A that may be paid is 96.07 percent

(66 percent plus 66 percent times 34 percent, plus 66 percent times 34
percent times 34 percent equals 96.07 percent).--*

Continued on the next page
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Par. 216
*--216 Designation of Embedded Entities (Continued)

F
Example of Again, the members of Corporation D must designate for the corporation.
Designations, Fourth
Level » Individua A (asamember of Corporation D) may not designate another
entity because 3 have already been designated.
o If Individua E (as amember of Corporation D) designates Corporation A
as a"permitted entity":
» thisrepresentsthe first selection for Individual E
» the share of Corporation A that may be paid is 97.37 percent
(66 percent plus 66 percent times 34 percent, plus 66 percent times 34
percent times 34 percent, plus 33 percent times 34 percent times 34
percent times 34 percent equals 97.37 percent).
G
Example of Corporation E may not designate and must look to its members.
Designations,
Fifth Level e Individua A (asamember of Corporation E) may not designate another

entity because 3 have already been designated.

o If Individual F (asamember of Corporation E) designates Corporation A
as a"permitted entity":

» thisrepresentsthefirst selection for Individual F

» theshare of Corporation A that may be paid is 97.81 percent
(66 percent plus 66 percent times 34 percent, plus 66 percent times 34
percent times 34 percent, plus 33 percent times 34 percent times 34
percent times 34 percent, plus 33 percent times 34 percent times 34
percent times 34 percent times 34 percent equals 97.81 percent).--*

Continued on the next page
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Par. 216
*--216 Designation of Embedded Entities (Continued)

G
Example of » Becausethisisthefifth level, Corporation F may designate for itself.
Designations, Therefore, if Corporation F (asamember of Corporation E) designates
Fifth Level Corporation A as a"permitted entity":
(Continued)
» thisrepresentsthe first and only selection allowed for Corporation F
» the share of Corporation A that may be paid is 98.27 percent
(66 percent plus 66 percent times 34 percent, plus 66 percent times 34
percent times 34 percent, plus 33 percent times 34 percent times 34
percent times 34 percent, plus 67 percent times 34 percent times 34
percent times 34 percent times 34 percent equals 98.27 percent).--*
2-17-95 1-PL (Rev. 1) Amend. 28 Page 2-299
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Par. 217

217  Designationslnvolving Combined Individuals or Entities

A
Rules

The following table provides rules for "permitted entity” designations involving
combined "persons.”

Combined
" Person"

Rulesfor Designations

Individuals only

e The combined "person” is allowed 3 "permitted entities.”

« |If any of theindividuals receive payments directly, including as a member
of ajoint operation, the direct payment interests of the individuals will be
considered the first designation of the combined "person,” and the
combined "person” will have 2 other "permitted entities.”

« |If none of the individuals receive payment directly, including as a member
of ajoint operation, the combined "person” will have 3 "permitted entities.”

e Onedesignation will cover the interests of the combined "person™ in the
same entity at the same level.

One or more
individualsand 1
or more entities

e Thecombined "person” is allowed 3 "permitted entities.”

« |If any of theindividuals receive payments directly, including as a member
of ajoint operation, the direct payment interests of the individuals, and the
individuals' share of the combined direct payment entities (not embedded),
will be considered as the interest of the combined "person,” and the
combined "person” will have 2 other "permitted entities.”

» |If none of the individuals receive payment directly, including as a member
of ajoint operation, the combined "person” will have 3 "permitted entities."

Entities only Each share of all entities must be designated by individual stockholders or
members just asif the "persons’ were not combined.
*--Note:  Se¢ subparagraph 215 E if there are no individual members.--*
Continued on the next page
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Par. 217

217  Designations|nvolving Combined Individuals or Entities (Continued)

B

Examplefor
Individuals
Combined as1
" Person”

8-14-91

Scenario: Producers A and B are combined as 1 "person” for payment limitation
pUrpoSes.

Producer B has an interest as a stockholder in 3 corporations.

Producer A and the 3 corporations are "actively engaged in farming” and have
program earnings.

Solution: If Producers A and B are combined, the combined "person” has
earnings as an individual and isonly allowed to select 2 other permitted entities.
Because the 3 corporations are not a part of the combined " person,” only those
shares designated as "permitted” may be paid.

e Thecombined "person" may use its 2 "permitted entities' to designate
Producer B’sinterest in 2 of the 3 corporations.

» Producer B’s share of 1 of the corporations must remain unpaid.

The other shares of the 3 corporations must be designated by the other
stockholders of the corporations for those shares to be paid.

Continued on the next page
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Par. 217
217  DesignationsInvolving Combined Individuals or Entities (Continued)

C

Examplefor Scenario: Corporation 3 has 3 stockholders. Member X owns 25 percent of
Individuals the stock and Minor M owns 25 percent of the stock. Producer Y ownsthe
Combined as remaining 50 percent of the stock.

1" Person”

The corporation is "actively engaged in farming.” Neither Member X nor
Minor M has any earnings as individuals. Member X and Minor M are
combined as 1 "person.”

Solution: Inthis example, Member X and Minor M are combined as 1
"person” and together have 1 allocation of "permitted entity”
*--designations to spend. Since neither individual has earnings as an--*
individual, the combined "person” may select 3 "permitted entities.”

» Corporation 3 isnot a part of the combined "person,” so all shares must be
designated to be paid.

 Member X and Minor M are considered as 1 "person;"” therefore,
1 "permitted entity" designation will cover both shares.

» The combined "person” may elect to use 1 of its 3 "permitted entity"
designations to cover Member X’s and Minor M’ s 50 percent share of the
earnings of the corporation.

Producer Y must also designate its share of the corporation for 100 percent of
the payment to be issued to Corporation 3.

Continued on the next page
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Par. 217

217  DesignationsInvolving Combined Individuals or Entities (Continued)

D

Examplefor Entities  Scenario: Corporation X has 2 stockholders. Producer A owns 51 percent of

Combined With
Individuals

2-25-98

the stock and Producer C owns 49 percent.

Producer A and Corporation X are combined as 1 "person” for payment
limitation purposes.

Producer A and Corporation X are "actively engaged in farming" and have
program earnings.

*--Solution: If Producer A and Corporation X are combined, the--*
combined "person” is considered to have earnings as an individual and is only
allowed to select 2 other "permitted entities.”

Producer A’s earnings as an individual and Producer A’s share (51 percent) of
the corporation’s earnings are considered as earnings of the individual.
Producer A isallowed 2 other selections. Producer C would have to spend 1
"permitted” for the other 49 percent of the corporation to be paid.

If none of the individuals have earnings as an individual, the combined
"person” may designate 3 "permitted entities."

In designating "permitted entities,” if 2 or more combined individuals have
stock or membership in an entity that is not a part of the combined "person,"”
all these individuals sharein that entity may be covered by 1 "permitted"
designation.

Continued on the next page
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Par. 217

217  Designations | nvolving Combined Individuals or Entities (Continued)

E

Examplefor
Entities
Combined With
Entities

8-14-91

Scenario: Corporation 1 has 3 stockholders. Producer A owns 50 percent of the
stock, Producer B owns 25 percent, and Producer C owns 25 percent.

Corporation 2 has 2 stockholders. Producer A owns 50 percent of the stock and
Producer B owns 50 percent.

Corporations 1 and 2 are combined as 1 "person” for payment limitation purposes.

Solution: Inthis example, none of the individuals (Producers A, B, and C) are
combined with either Corporation 1 or 2. Therefore, each share within the
corporations must be designated by the individual stockholders for the combined
"person” to receive payment.

If any of the individuals (Producers A, B, and C) elect their respective corporation
as a"permitted entity,” they will have 2 remaining "permitted entity"
designations.
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Par. 218

*1-218 Completing CCC-501B, Designation of " Permitted Entities’

A
Completing
tems 1
Through 4 of
CCC-501B

B
Completing
Part A of
CCC-501B

12-8-99

Complete items 1 through 4 of CCC-501B according to this table.

[tem
Number Instruction
1 Enter the name of the individual.
2 Enter the county.
3 Enter the State.
4 Enter the date.

Complete Part A according to this subparagraph.--*

» List each entity, an individual farming interest, an interest in ajoint operation,
and such individual’s, entity’s, or joint operation’s Social Security or employer
ID number in which the individual has afarming interest, regardless of
whether or not such entity receives a direct payment.

» For any interest the individual hasin an embedded entity, list the name and
employee ID number of both the embedded entity and the entity receiving
payments.

Individual A has the following farming interests.

[tem
Number 5 Description

a Anindividua interest that receives adirect payment.

b Anindividua interest as a partner in AB Partnership that
receives a direct payment.

C Anindividua interest asabeneficiary in Trust B that receives a
direct payment.

d Anindividua interest as a stockholder in Corporation C which
has adirect interest in Limited Partnership E.

e Anindividua interest as a stockholder in Corporation C which

has direct interest in Corporation D.

Anindividua interest as a stockholder in Corporation F whichis
amember of F and G Partnership.

Continued on the next page
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Par. 218

*--218 Completing CCC-501B, Designation of " Permitted Entities' (Continued)

C

Completing Complete Parts B and C according to this subparagraph.--*

Parts B and C of

CCC-501B o |If payment isreceived as an individual, any farming interest as an individual,
including any individual interest in ajoint operation, that receives payments
subject to "permitted entity" designations must be listed as the first "permitted
entity" designation. Two additional "permitted entity" designations are

alowed.

Note: Listany individual farming interest and any individual interest in a

joint operation as 1 entry.

» |If payment is not received as an individual, list up to 3 entities, including
embedded entities, to be designated as "permitted entities.”

Individual A hasthe following farming interests.

ltem
Number

I nstruction

9

Individual A designates hisindividual farming interest as a
"permitted entity.” Individual A’sinterest in AB Partnership is
also counted the same as the individual farming interest.

10

Individual A also designates Limited Partnership E, through
Corporation C, as the second "permitted entity."

11

Individual A also designates Corporation D, through Corporation
C, asthethird "permitted entity."

12

Individual making the "permitted entity” designation shall sign and
date the certification.

12-8-99

Continued on the next page
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Par. 218

*--218 Completing CCC-501B, Designation of " Permitted Entities' (Continued)

D
Example of
CCC-501B

12-8-99

The following is an example of a completed CCC-501B.

Form Approved - OMB No. 0560-0096

CCC-501B u.s. DEPARTMENT OF AGRICULTURE 1. NAME OF INDIVIDUAL

(11-22-99) Commodity Credit Corporation Individual A
DESIGNATION OF “PERMITTED ENTITIES”  [> COUNTY 3. STATE 4. DATE
Any County Any State |XX-XX-XXXX
NOTE: The following statements are made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork Reduction Act of 1995, as amended.
The Agriculture Act of 1949, as amended, and the Food Secuﬂty Act of 1985, as the ion of the data on this form which will be
used in applying statutory p. eligibility and limit g this data /s voluntary; however, without it we may be unable to establish

your maximum eligibility for program payments. This data may be furnlshed to any agency responsible for enforcing these provisions.

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of
information unless it d/splays a va/ld OMB control number. The valid OMB control number for this information col/ecrlon is 0560-0096. The time required
to this i is estimated to range from 20 minutes per ing the time for revi g instructions, searching existing
data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. RETURN THIS COMPLETED
FORM TO YOUR COUNTY FSA OFFICE.

PART A - ALL ENTITIES

List each entity, an individual farming interest, an interest in a joint operation, and such individual's, entity's, or joint operation's social
security or employer identification number in which you have a farming interest, regardless of whether or not such entity receives a direct
payment. For any interest you have in an embedded entity, list the name and the employee identification number of BOTH the embedded
entity and the entity receiving payments directly from the Commodity Credit Corporation or other agency of the U.S. Department Of
Agriculture. See the reverse side of this form for definitions and for examples related to this Section.

ENTITY SOCIAL SECURITY/EMPLOYER EMBEDDED ENTITY SOCIAL SECURITY/EMPLOYER
(Direct Payénent Entity) \DENTIF\CATéON NUMBER (Indirect Pa);ment Entity) IDENT\FICATS\ON NUMBER

a2 Individual A 111-11-1111

p. AB Partnership 22-2222222

.. Trust B 33-3333333

g Limited Partnership E T7-7777777 Corporation C 44-4444444

. Corporation D 88-8888888 Corporation C 44-4444444

; F and G Partnership 55-5555555

g. Corporation F 66-6666666

h.

i.

i.

PART B - PERMITTED ENTITIES

List the three entities with embedded entities, if any, through which you wish to receive payments, subject to applicable limitations. Any
farming interest which you have as an individual and which receives payments subject to applicable limitations must be listed. List your
individual farming interest and any individual interest in a joint operation as one entry.

9. Individual A and AB Partnership

10 Limited Partnership E through Corporation C

11. Corporation D through Corporation C

PART C - CERTIFICATION

I certify that all the information entered on this document is true and corvect. I undersiand furnishing incorrect information will result in forfeiture of
payments and the assessment of a penalty. 1 will timely provide written notification to the Farm Service Agency committees for the county and State
listed on this form of any changes in the information provided.

12. SIGNATURE OF PRODUCER [oaTE
Individual A XX-XX-XXXX

The U.S. Department of Agriculture (USDA) prohibits discrimination in al its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political befiefs, sexual
orientation, and marital o family status. (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternative means for communication of program information (Braille, farge print,
audiotape, etc.) should contact USDA's TARGET Center at (202) 720-2600 (voice and TDD). To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building.
1400 independence Avenue, SW, Washington, D.C. 20250-0410 or call (202) 720-5064 (voice or TDD). USDA is an equal opportunity provider and employer.

1-PL (Rev. 1) Amend. 39 Page 2-308
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Par. 219
219  Completing CCC-501C

A

Who Must Be If an entity has payments reduced because of the "permitted entity” rule, COC

Notified must notify the entity and each individual who has direct or indirect interest in
the entity receiving a direct payment of the percentage of the reduction.

B

When Must COC must notify entities and individual s affected by reduced payments before

Notification Be making any payment, but not later than 75 days after the final signup date.

Made

C

How to Notify COC shall use CCC-501C to notify applicable producers of the reductionin

payment. CCC-501C shall be printed on ablank ASCS-707.

Note: If shell document is not available in a DisplayWrite36 folder, the
format shown in the example shall be typed on a blank ASCS-707.

Continued on the next page
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Par. 219

219 Completing CCC-501C (Continued)

D
Completing Complete CCC-501C according to this table.
CCcC-501C
Circled No. Action
1 Enter the County Office name and address.
2 Enter the name of the entity whose payment will be
reduced.
3 Enter the reduction percent.
4 Enter the name of each individual who did not designate
the entity.
5 Enter the name and address of the applicable entity or
individual receiving notification.

Continued on the next page
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Par. 219
219 Completing CCC-501C (Continued)

E

Example Thisisan example of acompleted CCC-501C.
F
Adjusting Member’s  Permit the members to adjust among themselves, their proceeds from the
Proceeds designated entity or entities. This adjustment of the member’s proceeds from

the designated entity does not affect the amount of earnings that may be paid
to the entity, but will allow the entity to distribute its earnings differently than
the member’ sinterests would otherwise indicate.
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Par. 220

220  Results of Nondesignation

A
Failureto
Designate
Permitted
Entities

Examples

1-23-92

Each individual may only designate his or her share of an entity as a"permitted
entity” designation. If any share of an entity representing a substantial beneficial
interest is not designated as "permitted entity"

*--designation according td paragraph 215| reduce the payment to the entity--* by
an amount equal to the sum of all nondesignated shares.

Note: Payment amounts representing shares that are not considered as substantial
beneficial interest may be paid without designation.

Situation 1: A corporation operates afarm, is considered "actively engaged in
farming", and isa"person” for payment limitation purposes. Stock
isowned equally by 2 stockholders, neither of whom designated
the entity asa"permitted.”

Determination: The entire earnings of the corporation must be denied.

Situation 2:  Same as previous example, except 1 of the stockholders designated
the corporation as a " permitted.”

Determination: The corporation may be paid 50 percent of the earnings it
would otherwise be entitled to receive (after limitation, if
applicable).

Continued on the next page
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Par. 220
220 Resultsof Nondesignation (Continued)

C

How Denial of The reduction in payments to an entity resulting from the nondesignation of a
Payments|s substantial beneficial interest in the entity is implemented through the permitted
Accomplished entity software. The software:

» requiresthe County Office to enter shares designated as "permitted entities"
e determines sharesthat are not substantial beneficial interest

« caculatesthe total "permitted share" for the entity that is used to calculate
payments.

221  (Withdrawn--Amend. 34)

222-232  (Reserved)
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Part 3 Foreign Person Provisions

233  Overview

Par. 233

ﬁ]tr oduction This part provides instructions and requirements identifying aforeign
individual or entity, and determining eligibility for program benefits.
B
In ThisPart The following paragraphs are included in this part.
Paragraph Title Page
234 Applicability of Foreign Person Rule 3-2
235 Foreign Individual |dentification 3-4
236 Foreign Entity Identification 3-6
237 Payment Eligibility 3-8
238 Requesting Benefits for Nonforeign Shares 3-9
239 Notification Examples - Foreign Person Rule 3-12
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Par. 234

*1-234 Applicability of Foreign Person Rule--*

A
I ntroduction

B
Program
Applicability

4-18-96

Before making any "person” or "actively engaged in farming" determinations,
It must be established whether individuals or entities, projected to share in
applicable program benefits, are "foreign persons’.

Apply the provisionsin this part to:

« any type of payment, loan, and benefit made for 1989 and subsequent crop
years

*--Note: Refer tb paragraph 16/for program applicability.--*

e *** CRP contract approved after December 21, 1987. If a CRP contract
was approved after December 20, 1987, but before August 1, 1988, the
person may elect to have provisions of this part apply.

Note: Unless otherwise specified, all other provisions of this handbook are
applicable in determining payment eligibility for "foreign persons’.
eg paragraph 16|for applicability to specific programs.

Continued on the next page
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Par. 234
*--234 Applicability of Foreign Person Rule (Continued)--*

C
Person Applicability  The provisionsin this part are applicable to "foreign persons’ as defined in

paragraphs 235 and[236

Note: The provisionsin this part are not applicable to acitizen of theU.S,, a
lawful alien, or entity that is not subject to this part, who is:

« inlawful possession, through alease or otherwise, of afarm owned
by an individua or entity who is subject to this part

e successor-in-interest to a program contract or agreement for afarm
owned by an individual or entity who is subject to this part.

D
COC Determination COC shall make the initial determination of "foreign" or "nonforeign” status
for individuals, corporations, or other similar entities based on documentation

provided.

4-18-96 1-PL (Rev. 1) Amend. 32 Page 3-3



Par. 235

235 Foreign Individual Identification

A
Definition

B
Proof of Citizenship

8-14-91

A foreign individual is someone who is not:

acitizen of the U.S.

alawful alien possessing avalid Alien Registration Receipt Card (Form I-
551 or |-151).

If COC questions the citizenship of an individual, acceptable proof of
citizenship must be provided, and may include:

abirth certificate
nationalization and citizenship papers
acertificate of citizenship

verification through the nearest office of Immigration and Naturalization
Service.

Continued on the next page
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Par. 235
235 Foreign Individual Identification (Continued)

C
Alien Registration Shown are the front and back views of the 2 Alien Registration Receipt Cards
Receipt Card currently in use.

« Special attention must be taken to ensure that proper identification of
lawful aliensis made.

« Note visual inspection of this card on the applicable CCC-502.

« Request to photocopy the receipt card if there is any question of its
validity.
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Par. 236

236 Foreign Entity I dentification

A
Definition

B
Determining
Beneficial Interest

8-14-91

A foreign entity is acorporation, trust, estate, or other similar organization,
that has more than 10 percent of its beneficial interest held by individuals who
are not:

e Citizensof theU.S.

o lawful aliens possessing avalid Alien Registration Receipt Card (Form |-
551 or |-151).

In determining whether beneficial interest is held, the beneficial ownership
shall be based on the higher amount of interest on either of the following
dates:

« the date applicable program contract or agreement is executed

« the beginning harvest date for the commodity as determined by STC.

Note: All interest in an entity, including interest in an embedded entity, shall
be taken into account.

Continued on the next page
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Par. 236

236  Foreign Entity Identification (Continued)

C
Entity

Ownership Share

D
Less Than 10
Per cent I nterest

E
Entity’s
Responsibility

4-18-96

Use thistable to determine an individual’ s or entity’ s ownership interest in a

foreign entity.

THEN the owner ship percentage held by an

IF ownership is... individual or entity shall be based on...
of 1 class of stock or their outstanding share of ownership compared to
other similar unit the total outstanding unit of ownership.

of morethan 1 classof | thefair market value of all outstanding stock.
stock or other similar
unit Note: To determine the fair market value, follow

[paragraph 313|

Note: The value of different classes of stock or other unit of ownership can be
determined by COC, STC, or DAFP, but shall be determined by the
earliest level before referring to the next higher level of authority.

DAFP may determine that an ownership interest of 10 percent or less shall be
considered beneficial interest.

The entity shall inform COC of any increase in ownership by a member that
occurs after the beneficial interest has been determined.

Note: If there has been an increase in ownership after a payment, loan, or benefit
has been made, the entity must refund the payment, loan, or benefit.
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Par. 237

*1-237 Foreign Person Payment Eligibility--*

A
I ntroduction

B
Contribution
Requirements

*--C

Active Personal
Labor Exception
for CRP

12-4-98

This paragraph provides the requirements to determine a "foreign person” eligible
*--t0 receive payments, loans, or benefits subject to the foreign person rule.

Note: Refer td paragraph 16|for applicability of the foreign person rule.--*

In addition to the requirements for "person” and "actively engaged"”, the following
*--significant contributions must be provided by an individual or entity considered
to be a"foreign person”.

What Significant

Who Must Make Contribution Must
Foreign Person--* the Contribution Be Provided
Individual Individual e Land
o Capital
» Active personal labor
Entity Each foreign individual Active personal labor
who is a stockholder or *--for the entity

other type of member

Note: The eligibility determination will apply to all program benefits associated
with payments, loans, and benefits subject to the foreign person rule,--*
with respect to any commodity produced, or land set aside from
production for that crop year.

Labor that is custom hired may be excluded when determining both the amount of
labor necessary to conduct the farming operation and whether the foreign person
has provided a significant contribution of active personal labor if both of the

following apply:

» theforeign person receivers only CRP payments

e COC determines and State Office concurs that such labor is aways custom
hired in the county.

Note: Exceptions shall be producer specific and documented on CCC-503A or
attachment.--*
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Par. 238
238 Reqguesting Benefits for Nonforeign Shares

A

Introduction Entities that have been determined ineligible for payment, loan, or benefit
because of the foreign person rule may receive the amount of payment that
represents the percentage interest of the entity which is owned by U.S. citizens
or lawful aiens.

*--Note: Thisprovisionisalso applicable to foreign stockholders, etc. of an
entity if some, but not all, of the foreign individuals provide a
significant contribution of active personal labor.--*

B
Requesting Payment ~ To receive the eligible portion of payment, loan, or benefit, the entity must:

» provide awritten request for payment to COC that includes the percentage
of foreign ownership (see subparagraph C)

» receive an approval determination letter from COC (see subparagraph D).

Continued on the next page
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Par. 238
238 Requesting Benefitsfor Nonforeign Shares, Continued

C

SampleLetter From  Thisisan example of aletter from aforeign entity.
Entity

Sample L etter Requesting Per centage of Eligible Payments From
Entity With " Foreign Persons' Holding More Than 10 Per cent

To: County Committee

From: Corporation/Entity

According to program provisions dealing with "foreign persons' having more than 10 percent
beneficial ownership of an entity, the following request for payment of program benefitsis

made.

Listed below are the "foreign persons’ holding a beneficial interest that totals more than 10
percent ownership of the entity:

Name Per cent of Ownership
Total:
The information provided above indicates that percent of the entity’s ownership is held

by U.S. citizens and/or lawful aliens. We formally request payment of this percentage of
benefits that the entity is eligible to receive.

Continued on the next page
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Par. 238
238 Requesting Benefitsfor Nonforeign Shares (Continued)

D
Sample COC Thisisan example of aletter notifying aforeign entity of COC approval of
Approval Letter request for payment.

Sample Letter of COC Approval of Payment to an Entity
With More Than 10 Percent Foreign Owner ship

Dear Producer:

The County FSA Committee has reviewed your request for payment of
eligible benefits. It isour finding that percent of the beneficial ownership is held by
"foreign persons" and ineligible for payment.

Based on this determination, percent of payments earned by your entity will be eligible to
be paid.

[Give appeal rights according to 1-APP.]

Our determination has been based on the facts as submitted. Any unrevealed circumstances
could require the application of amore restrictiverule.
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Par. 239
*1-239 Notification Examples - Foreign Person Rule--*

A

Introduction This paragraph provides examples of notifications to "foreign persons’.

B

Letter toEligible  Insert the statement, "Based on the information you (your representative)
"Foreign provided, the County FSA Committee has determined you to be a
Per sons" foreign person eligible to receive certain program benefits.”, in notification letters

to "foreign persons’ determined eligible for payments and other benefits.

Note: Insert the statement following the "actively engaged in farming” and
"person” determinations.

Continued on the next page
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Par. 239
239  Notification Examples - Foreign Person Rule (Continued)

C
Letter to Thisisasample notification letter to "foreign persons” determined ineligible for
Ineligible payments and other benefits.

Foreign Persons

*

D
Letter to Insert the statement, "Foreign entities that have been determined ineligible to
Ineligible receive certain benefits may request payment of the percentage of entity

Foreign Entities ownership held by U.S. citizens and/or lawful aliens. The request must be in
writing and include the percentage of foreign ownership.”, in notification lettersto
ineligible foreign entities.

240-250 (Reserved)

Dear Producer:

Based on the information you (your representative) provided, the County
FSA Committee has determined you to be aforeign person ineligible to receive certain program
benefits. These benefits include payments and loans.

[Give appeal rights according to 1-APP]
Our determination has been based on the facts as submitted. Any unrevealed circumstances
could require the application of a more restrictive rule.

Sincerely,

County Executive Director
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251 Overview

A
I ntroduction

B
In ThisPart

8-14-91

Part 4 Determinationsfor Farming Operations

Par. 251

This part provides requirements and instructions for "person” and "actively
engaged in farming" determinations for specific farming operations.

The following sections are included in this part.

Section Title Page
1 General Determinations 4-2
2 Individuas 4-41
3 Joint Operations 4-75
4 Corporations, Limited Partnerships, Associations, and 4-111
Similar Entities
5 Estates 4-151
Trusts 4-201

1-PL (Rev. 1) Amend. 1

Page 4-1



Par. 252
Section 1 General Determinations

252  Overview

ﬁ]troduction This section provides general determinations for various farming operations.
B
In This Section The following paragraphs are included in this section.
Paragraph Title Page
253 Husband and Wife 4-3
254 Minor Child 4-12
255 Native Americans 4-14
256 States, Political Subdivisions, and Agencies 4-15
257 Farm Credit Banks and Agricultural Credit 4-20
Associations
258 Clubs, Societies, Fraternal, and Religious 4-25
Organizations
259-270 Reserved
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Par. 253

253 Husband and Wife

A
History of Rule

12-28-95

The Agricultural Act of 1970 and subsequent Acts required the Secretary to issue
regulations defining the term "person”. The regulations provided that a husband
and wife are considered 1 "person” for payment limitation purposes.

The Omnibus Budget Reconciliation Act of 1987 amended the Food Security Act
of 1985 to provide that a husband and wife may be considered separate "persons’
if the husband and wife can show that each spouse brought separate farming
operations into the marriage and have maintained the separate operations.

The United States District Court for the District of Columbiaissued an order on
April 1, 1988, that required "person” determinations to be made without regard to
the marital status of the individualsinvolved in the farming operation. This court
order was reversed by the United States Court of Appealsfor the District of
Columbia Circuit on June 2, 1989.

The Food, Agriculture, Conservation, and Trade Act of 1990 provided that, at the
option of the Secretary, spouses could be considered separate "persons’ if:

» the spouses do not hold, directly or indirectly, a substantial beneficial
*--interest in more than 1 entity receiving payment, including the--*
spouses themselves

« al other requirements to be considered separate "persons’ are met.

Continued on the next page
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Par. 253
253 Husband and Wife (Continued)

B
"Person" Rule A husband and wife are considered 1 "person” for payment limitation purposes,
unless either of the following rules applies.

Rule Requirements

Separate Both spouses were separately engaged in unrelated farming operations before their
farming marriage and the farming operations of both spouses have been maintained
operations separately and distinctly after their marriage.

before
marriage Notes: Do not combine spouses solely because ajoint tax return was filed.

*--The farming operations for each spouse must have been established and
conducted separately in at least the previous crop year.--*

Generally, community property States allow married couples to maintain
separate property and interests. However, State Offices in community
property States shall contact the Regional Attorney to determine whether the
farming operations of spouses who had separate farming operations before
their marriage are presumed to be separate after marriage or whether some
action must be taken.

Example: See an example in[subparagraph 253.5 C.

Interestin Neither spouse receives payment:
no more
than Lentity | « asanindividual, including as anindividual in ajoint operation, and also holds,
directly or indirectly, a substantial beneficial interest in an entity receiving
payment as a separate "person”

* by holding, directly or indirectly, a substantial beneficial interest in more than 1
entity receiving payment as a separate "person,” if payment is not received as an
individual.

Examples.  See examples in.subparagraphs 253.5 A and[253.5IB.

Note: Do not combine spouses solely because community property laws consider
spouses to have an interest in any entity in which the other spouse has an
interest.

Note: Do not determine spouses to be separate "persons’, unless this
determination is requested. Notify spouses of their status as a combined
"person” if they are not determined to be separate.
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Par. 253
253 Husband and Wife (Continued)

*__C__*

Interest in Estate  With respect to any interest in an estate, for 2 program years after the program
year in which the individual died, a husband and wife shall not be considered as
having an interest in an entity for determining "persons.”

Note: Thisprovision isalso applicable to estates of duration greater than 2
program years after the program year in which the individual diesif the
requirements ir subparagraph 333 C are met.

*__D__*
Parentsof Minor  Parents of minor children with farming interests are combined as 1 "person” with
Children the minor children with the following exceptions:

 if the parents of aminor child are divorced, the minor child will be combined
with the parent, or parents, having legal custody

« if the parents otherwise qualify as separate "persons’ according
to this paragraph, the minor children shall be combined as 1 "person” with the
parent receiving the larger amount in payments, directly or indirectly.

Note: If the parents receive equal amountsin payments, the parents shall
designate which parent shall be combined with all minor children as 1
"person.” The combination of minor children with a parent shall not
result in the parent being considered as having an interest in more than
1 entity for the "person” rule for spouses.

Sed paragraph 254/for additional minor child exception.

Continued on the next page
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Par. 253

253 Husband and Wife (Continued)

E

" Actively Use thistable for "actively engaged in farming” determinations involving spouses.
Engaged in

Farming" Rule

| F the spouses ar e both of the following...

THEN...

farming together in ajoint operation

combined as 1 "person” for payment
limitation purposes

the requirements for both spouses to be
considered "actively engaged in farming” may be
met through the combined contributions of both
Spouses to the joint operation.

farming together in ajoint operation

considered separate "persons’ for payment
limitation purposes

the requirements for both spouses to be
considered "actively engaged in farming” may not
be met through the combined contributions of
both spouses to the joint operation.

*--Each spouse must provide qualifying
contributions, including active personal |abor or
active personal management as applicable.--*

involved in separate farming operations

combined as 1 "person” for payment
limitation purposes

involved in separate farming operations

considered separate "persons’ for payment
limitation purposes

each spouse must meet all applicable requirements
to be considered "actively engaged in farming".

2-25-98
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Par. 253.5
*1-253.5 Examples of Deter minations for Husband and Wife--*

A

Example 1 Situation: Husband A and Wife B have ajoint farming operation comprised of
500 acres of owned land. In addition, Wife B has 25 percent interest in
Corporation X, which is participating in CRP and earning annual payments.

e Husband A and Wife B jointly own all the equipment and provide al the
capital.

« Husband A contributes at least 50 percent of Husband A’s commensurate
share of active personal labor and contributes a significant contribution of
active personal management.

« Inthissituation, Husband A’s and Wife B’ s share of the profits or losses from
the farming operation are commensurate with their contributions and the
contributions are at risk.

Determination: Husband A and Wife B are considered to be "actively engaged
in farming." However, Husband A and Wife B are considered 1 "person” for
payment limitation purposes because Wife B also receives payments indirectly
*--through Corporation X, which is a separate "person” from Wife B.--*

Continued on the next page
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Par. 253.5

*--253.5 Examples of Determinationsfor Husband and Wife (Continued)--*

B
Example 2

4-25-94

Situation: Husband X and Wife'Y have ajoint farming operation comprised of
500 acres of owned land. In addition, Husband X and Wife Y have combined
interest of 33 percent in Corporation Z, which produces vegetables and does not
earn USDA benefits.

e Husband X and Wife Y jointly own all the equipment and provide all the
capital on theindividual farming operation.

» Husband X contributes at least 50 percent of X’s commensurate share of active
personal labor and contributes a significant contribution of active personal
management.

e WifeY provides asignificant contribution of active personal management.

e Inthissituation, Husband X’s and Wife Y’s share of the profits or losses from
the farming operation are commensurate with their contributions to the
farming operation and the contributions are at risk.

Determination: Husband X and WifeY are considered to be "actively engaged
in farming” and separate "persons’ for payment limitation purposes because
Corporation Z does not earn USDA benefits.

Continued on the next page
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Par. 253.5
*--253.5 Examples of Determinationsfor Husband and Wife (Continued)--*

C
Example 3 Situation: Husband A and Wife B were both involved in separate unrelated
farming operations before their marriage.

» Husband A rents 1,000 acres of cropland for one-fourth of the crop and isa 50
percent stockholder in Corporation X, which rents 500 acres of cropland to
Individual C for one-half of the crop.

« WifeB ownsland that was given to her by her father before her marriage to
Husband A.

» Thefarming operations have been kept separate and distinct during the
marriage. Both individuals have been determined to be "actively engaged in
farming."

Determination: Husband A and Wife B would be considered separate
"persons’ for payment limitation purposes because each had separate farming
operations before marriage which have remained separate and distinct. Separate
determinations would be made for Individual C and Corporation X.

Continued on the next page
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Par. 253.5

*--253.5 Examplesof Determinationsfor Husband and Wife (Continued)--*

D
Example 4

4-25-94

Situation: Husband M and Wife N have ajoint farming operation comprised of
500 acres of owned land. In addition, Wife N isan heir of the estate of her father
who died in the previous year.

Husband M and Wife N jointly own all the equipment and provide all the
capital on thejoint farming operation.

Husband M contributes at least 50 percent of the producer’ s commensurate
share of active personal labor and contributes a significant contribution of
active personal management for the joint operation.

Wife N provides a significant contribution of active personal management for
the joint operation.

The estate of which Wife N isan heir owns land and meets the requirements
to be considered "actively engaged in farming” under the landowner
provision.

In this situation, Husband M’ s and Wife N’ s share of the profits or losses from
the farming operation are commensurate with their contributions to the
farming operation and the contributions to the farming operation and the
contributions are at risk.

Determination: Husband M, Wife N, and the estate are considered to be
"actively engaged in farming” and separate "persons’ for payment limitation
pUrpoSes.
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254  Minor Child

A
Definition of
Minor Child

B
Rulesfor Minor
Child

C
Exception to
Rule

2-18-97

Par. 254

*--[7 CFR 1400.106 (c)] A minor child isan individual that is not 18--*
years of age on or before the status date of the current year.

Note: Court action conferring majority on such person does not change this
person’s status as a minor child.

*--[7 CFR 1400.106 (a)] A minor child:--*

» iscombined as 1 "person” with each parent or court-appointed person who is
responsible for the child

« that isabeneficiary of atrust or heir of an estate, is combined with each
parent or court-appointed person who is responsible for the child.

Exception:  If the parents are considered to be separate "persons’ according to
paragraph 253| the minor child shall be combined as 1 "person”
with the parent receiving the larger amount in payments.

Notes: A conservatorship does not necessarily mean the appointee is responsible
for the child. A conservatorship means the appointee has control of
certain assets of the child's.

See subparagraph 253 D for minors with divorced

parents.

*--[7 CFR 1400.106 (c)] A minor may be considered a separate--*
"person” from a parent or court-appointed person if both of the following
reguirements are met:

« theminor isaproducer on afarm

« neither the minor’ s parents nor court-appointed person has any
interest in the minor’s farm or production from that farm.

Continued on the next page
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Par. 254
254  Minor Child (Continued)

D
Exception Either of the following must be met for the minor to remain as a separate person:
Restrictions

« the minor meetsall of the following:

» has established and maintains a separate household from the parent or
court-appointed person

» personaly carries out the farming activitiesin his or her operation
e maintains a separate accounting for his or her farming operation
e theminor meetsal of the following:
» doesnot livein the same household as his or her parents
» isrepresented by a court-appointed person responsible for the minor

» hasownership of the farm vested in him or her.
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*1-255 Native Americans

Par. 255

A

Rule This table provides rules applicable to Native Americans.--*

| F the farming operation is
conducted by...

THEN...

the tribal venture on land it owns

» payments exceeding 1 limitation may be made to the
tribal venture if aBIA officia or tribal council certifies
that no 1 "person,” directly or indirectly, will receive
more than the limitation (this should be completed on
item 18, "Remarks," or attached to CCC-502B

*--Note: [7 CFR 1400.105 and 1400.106] "Person"
includes spouse and minor children unless
determined separate "persons.”

o [7 CFR 1400.207] individua members are--* considered
"actively engaged" because of land ownership

e earnings are attributable to each individual Native
American, and each individual may select 2 "permitted
entities" if applicable

» use CCC-502B.

thetribal venture on land that is
rented or otherwise acquired

determinations must be made as for any other joint operation
on CCC-502B.

individual Native Americans or
groups of Native Americans
represented by BIA on alotted land

» aBIA official must certify that no 1 "person,” directly or
indirectly, will receive more than the limitation (this
should be completed on item 18, "Remarks," or attached
to CCC-502B)

» individua members are considered "actively engaged"
because of land ownership

e earnings are attributable to each individual Native
American, and each individual may select 2 "permitted
entities” if applicable.

B
Definition of A tribal ventureis ajoint operation conducted by members of a Native American
Tribal Venture tribe.

Continued on the next page
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Par. 255

*--255 Native Americans (Continued)

C
Individual
Operations

D

Entity
Operations
Involving Native
Americans

E
Examples

2-18-97

[7 CFR 1400.4] If individual Native Americans have their own operation plus
interest--* in the tribal venture operation, the individual must certify that his or
her total payments do not exceed the limitation. This should be completed on
CCC-502 or attached to CCC-502.

Corporations, trusts (revocable or irrevocable), and estates having Native
Americans as members are subject to the same rules as al other entities.

The following are examples to clarify procedure for filing CCC-502’ s involving
*--Native American tribal ventures.--*

Example 1 - Situation -- Native American tribal venture "AB" farms land owned
by the tribal venture. BIA has certified that payments exceeding the applicable
payment limitation, with respect to the land owned by the tribal venture, will not
accrue directly or indirectly to any individual Native American including the
spouse or minor children of the Native American. Individual Native Americans
of the tribal venture farm land owned by third parties.

Determination -- BIA certification is effective only for the land owned by the
tribal venture. Each individual Native American farming land owned by third
parties must certify that they will not receive payments exceeding the applicable
payment limitation with respect to the earnings from:

« thetriba venture s farming operation
« their individual farming operation.

Continued on the next page
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Par. 255

*--255 Native Americans (Continued)--*

E
Examples
(Continued)

2-18-97

Example 2 - Situation -- Native American tribal venture "CD" farmsland that is
owned by the tribal venture and land that is leased to the tribal venture. The tribal
venture provides all the capital and equipment, but only afew members of the
tribal venture contribute a significant amount of active personal labor or active
personal management to the farming operation on the leased land.

BIA has certified that payments exceeding the applicable payment limitation, with
respect to the land owned by the tribal venture, will not accrue directly or
indirectly to any individual Native American.

Some members of the tribal venture lease land and farm as individuals,
contributing significant amounts of leased equipment, active personal labor, or
active personal management to the farming operation on the individually leased
land.

Determination -- BIA’s certification is applicable only for the land that is owned
by the tribal venture. Thetribal venture is considered to be actively engaged in
farming, with respect to land that is owned, and may earn payments exceeding the
applicable payment limitation.

Theland that is leased by the tribal venture must qualify under the same
provisions that apply to joint operations. Therefore, for land leased to the tribal
venture, each member of the tribal venture must contribute a significant amount of
active personal labor or active personal management to the farming operation to
be considered actively engaged in farming. The tribal venture must complete the
necessary forms for COC to determine whether the members of the tribal venture
are actively engaged with respect to the leased land.

Each individual receiving payment as an individual must certify that they will not
receive payments exceeding the applicable payment limitation with respect to the
earnings from:

« thetribal venture’'sfarming operation
o their individual farming operation.

Theindividual Native American must also complete the necessary forms for COC
to determine whether the individual is actively engaged in farming.
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Par. 256
256  States, Political Subdivisions, and Agencies

A
Rule All State agencies, divisions, or political subdivisions are combined as 1 "person”
for payment limitation purposes with the State.
Example: A city would be combined as 1 "person” with the State in which the
city islocated.
Note: Combined State producers shall not be denied the opportunity to
participate in programs unless specifically ineligible for that program.
B
Exceptionsto Exception 1. Payments issued to public schools with respect to land owned by
Rule public school districts or by the State and used to support public

schools are not limited. Thisis considered an exempt entity and is
separate from the combined State, political subdivisions, and
agency entity.

*--Notes. If apublic school receives payment, directly or
indirectly, from land which is neither owned by the
public school nor by the State and used to support
public schools, the payment is not exempt from
limitation and must be included with payments made to
the combined State producer or designated as a
"permitted entity,” as applicable.

The term "public school™" includes State
universities.--*

Exception 2: Payments made to States under a State conservation enhancement
agreement are not limited.

Continued on the next page
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Par. 256

256  States, Political Subdivisions, and Agencies (Continued)

C

Exempt and If a public school has earnings from land that islimited, these earnings will be
Limited considered earnings of the combined State producer.

Earnings

|F a public schoal...

THEN...

has earnings from both exempt and
limited sources

the school may be required to obtain an identifying number for
each category of earnings.

Isamember of an entity

Example: One of 2 or more
beneficiaries of an
irrevocable trust.

« earnings from this entity are not exempt from limitation

» ashare of thisentity must be designated, using 1 of the
permitted entities allowed to the combined State producer.

D

Controlling the If the combined State producer exceeds the applicable limitation in projected

Limitation program payments or has designated more than 2 "permitted entities" in addition
to direct payments to the "person,” the participants shall be polled to determine
the method of disbursement and "permitted entity" designation. If an agreement
Is not reached by al participants by the end of the applicable signup, a drawing
shall be conducted by the control County Office to determine the order of
payment and "permitted entity" designation.

*--LDP s and gains from marketing loans shall be available on a
first-come-first-served basis. CED shall contact the control County Office for

instructions.--*

7-23-96

Continued on the next page
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Par. 256
256  States, Palitical Subdivisons, and Agencies (Continued)

E
" Permitted If the combined State producer has an interest in an entity receiving payment
Entities’ which is not combined as 1 "person” with the combined State producer:

o that interest must be designated by the combined State producer to be paid

* the authorized representative of the applicable combined State producer shall
be alowed to complete CCC-501B, but the applicable entity and combined
State producer shall be notified that the interest cannot be paid until approval is
received from the control County Office. See subparagraph G.

F

Action by Noncontrol County Offices shall use this table for a combined State producer.
Noncontrol

County

Step Action

1 Notify combined State producers before the end of applicable signup that:

» combined State producers may agree to a method of disbursing program payments and
selecting "permitted entity" designations

» adrawing will be conducted on the second Friday after the end of signup to select the
payment order in which participating combined State producers will receive program
payments and designate "permitted entities' if no alternative payment method is agreed
upon by the combined State producers

» combined State producers shall contact the control County Office by the end of signup
to give the aternative payment method agreed upon by al affected parties, if applicable

» the method used for selection will apply for:

o*_-the direct and counter-cyclical payment program contract
» applicable per “person” limitations.--*

Continued on the next page
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Par. 256
256  States, Palitical Subdivisons, and Agencies (Continued)

F

Action by
Noncontrol
County
(Continued)

Step Action

2 Send the following to the control County Office by the first Friday after the end of signup
for all eligible participating combined State producers and participating entities in which the
combined State producer has an interest:

o*__direct and counter-cyclical payment program contracts

» estimated payments subject to limitation, if applicable

* CCC-501B’s, if applicable

¢ CCC-502's, if applicable

» CCC-526, and information on payment reductions, if applicable.--*

3 Notify affected producers of the results of the drawing conducted by the control County
Office no later than 1 week after the drawing is held. Allow combined State producers to
withdraw CRP offer, no later than 30 calendar days after the notification of results of
drawing. * * *

Note: Notify the control County Office of any cancellations.

Continued on the next page
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Par. 256
256  States, Palitical Subdivisons, and Agencies (Continued)

G

Letter to Send this letter to combined State producers no later than 30 calendar days before
Combined State the end of signup.

Producers

*

Producer’'s Name
Street
City, State ZIP Code Date

Dear Producer:

A State, including palitical subdivisions and agencies thereof, is collectively considered as 1 "person” for payment
limitation purposes and therefore may not receive payments or "permitted entity" designations exceeding the amount
afforded 1 "person”. To bee€igiblefor payment, each "person” must be determined "actively engaged in farming"
and in compliance with highly erodible land conservation and wetland conservation provisions.

If you intend to participate in (program subject to limitation), you must enroll by (end of signup). No later than (end
of signup), al combined State producers should devel op a method for disbursing program payments subject to
limitation and selecting "permitted entity" designations and inform the control County Office (give office name and
address). If no method is given, the control County Office will conduct a drawing, open to the public, on (second
Friday after signup) at 10:00 a.m., for selecting the order in which participating combined State producers will
receive payments subject to limitation and "permitted entity" designations.

If adrawing is conducted, you will be notified of the results.

Sincerdly,

County Executive Director

*

Continued on the next page
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Par. 256

256  States, Political Subdivisions, and Agencies (Continued)
H
State Drawing, Control County Offices shall usethistableif it is necessary to conduct a drawing

Control County for combined State producers. The drawing shall be open to the public and

conducted at 10 am. on the second Friday after the end of signup.

Step

Action

Determine the number of combined State producers by counting each eligible contract or
application subject to the same limitation and assign a number to each.

«*--Include only timely filed contracts or applications in which the combined State producer
has an interest.

« |f applicable, conduct separate drawings for payments made under programs with separate
l[imitations.

Note: For DCP, separate drawings should be conducted for covered commaodities and peanuts.

Select by drawing the numbers assigned in step 1 until a payment order has been established
for al combined State producers. For DCP contracts, use:

» the calculated direct payment amount to determine when the limitation has been reached
for direct payments

* the projected amount for counter-cyclical payments to determine when the limitation has
been reached for counter-cyclical payments.

Note: For both the direct and counter-cyclical payments, alocate the amounts to producersin
the same order as determined by the drawing and issue payment when appropriate. --*

Notify the noncontrol County Offices of the results of the drawing.
Note: Include alist of payment and designation order as determined in step 2 that indicates:

» each producer’s earnings subject to the applicable limitation
+ if the producer may select a"permitted entity."

Update the list in Step 3 if any producers cancel their contract or application.

o*--Subsequent final payments subject to the applicable limitations shall be made in the order
listed.

* Tota payments shall not exceed the per "person” amount applicable for each respective
program payment limitation amount.--*
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Par. 257

257  Farm Credit Banksand Agricultural Credit Associations

A
Definitions

11-8-93

ACA. Agricultural Credit Association isan agricultural lending entity resulting
from the merger of PCA and FLBA and is the short-, intermediate-, and
long-term direct lender for its territory.

FCB. Farm Credit Bank isan agricultural lending entity that is adirect lender of
long-term real estate |oans and provides funds to PCA’s under certain
circumstances.

* * %

PCA. Production Credit Association is an entity that provides
*--agricultural lending independent of ACA or FCB.--*

Note: Each of these entities have their own chartered territory for which they
provide credit.

Continued on the next page
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Par. 257
257 Farm Credit Banksand Agricultural Credit Associations (Continued)

B
Rule Each of the lending associations' chartered territoriesis considered a separate
"person”. This table shows the number of each entity’ s recognized "persons’ in
theU.S.
Entity Number of " Persons'
ACA 58
FCB 10
* % % * % %
PCA *--84--*
C

Control County State Offices shall designate control counties for each of the lending entities
involved in their State. If an entity has jurisdiction across State lines, the State
where the district or association office is located shall be responsible for
designating a control county.

Continued on the next page
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257 Farm Credit Banksand Agricultural Credit Associations (Continued)

Par. 257

D
Farm Credit This table shows the 10 FCB districts that are considered "persons’, the States
Banks included in each of the districts, the address and tel ephone number for
correspondence with FCB, and the contact person.
District Addressand Contact
Bank States Telephone Person
FCB'’s of CT, ME, MA, Box 141 Norman Payne
Springfield NH, NJ, NY, RI, | Springfield, MA
and VT 01102
413-789-7600
FCB’sof DC, DE, MD, Box 155 Bill Collins
Baltimore PA, PR, VA, Baltimore, MD
and WV 21203
301-628-5500
FCB'’s of FL, GA, NC, Box 1499 *--Marie Stiles--*
Columbia and SC Columbia, SC
29202
803-799-5000
FCB’s of IN, KY, OH, Box 32660 Jenny Snyder
Louisville and TN Louisville, KY
40232
502-566-7414
Continued on the next page
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Par. 257

257 Farm Credit Banksand Agricultural Credit Associations (Continued)
D
Farm Credit
Banks
(Continued)
District Addressand Contact
Bank States Telephone Person
Agribank, AR, IL, MI, *--Box 64949 John O'Day--*
FCB MN, MO, ND, St. Paul, MN
and WI 55164
612-282-8800
Farm Credit IA, NE, SD, and | 206 S 19th St. Terry Bentley
Services of wy Omaha, NE 68102
Omaha 402-444-3246
Farm Credit CO, KS, OK, Box 2940 A.R. Cordell
Services of and NM Wichita, KS
Wichita 67201-2940
*--316-266-5100
FCB'sof Texas | AL, LA, MS, Box 15919 Penny Painter
and TX Austin, TX
78761
512-465-0475
Ag America, AZ, CA, HI, Box 13106 Brent Baglien
FCB/Western NV, and UT Sacramento, CA
FCB, 95813-4106
Sacramento 916-485-6280
FCB'’s of AK, ID, MT, Box 2515 Linda Henricksen
Spokane OR, and WA Spokane, WA
99220-2515--*
509-838-9210
Continued on the next page
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257 Farm Credit Banksand Agricultural Credit Associations (Continued)

E
Associationsin
Each District

11-8-93

Par. 257

This table indicates the number of PCA’sand ACA’s* * * within each of the FCB

districts.
FCB Districts PCA’s ACA’s * ok ok
Springfield 13
Baltimore 1 18
Columbia 1 19
Louisville * ok ok 2 * K %
St. Paul 24 3
Omaha 1
Wichita 16
Texas 24
Sacramento 15 3
Spokane 2
Total *--84--* 58 0.00
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Par. 258
258  Clubs, Societies, Fraternal, and Religious Or ganizations

A

Rule A charitable organization, including a club, society, fraternal, or religious
organization, shall be considered a"person” separate and distinct from the
members of the organization or any other entity.

B

Exceptionsto If the land operated by the organization, or the production from the operation,

Rule may transfer to an entity that exercises control over the organization, the

organization and the parent organization are combined as 1 "person.”

Note: If the ID number of the parent organization is used by the organization, the
organization and the parent organization are combined as 1 "person.”

*--Example: If land owned by a church within a diocese would transfer to the
diocese upon closure of the church, then the church would be
combined with the diocese.--*

259-270 (Reserved)
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Par. 271
Section 2 Individuals

271 Overview

ﬁ]tr oduction This section provides requirements and instructions for "person” and "actively
engaged in farming" determinations for individuals.
B
In This Section The following paragraphs are included in this section.
Paragraph Title Page

272 "Person" Determination 4-42
273 "Actively Engaged” Determinations 4-43
274 Sharecropper 4-44
275 Incapacitated Individua 4-45
276 Case Examples 4-47
277 Completing CCC-502A 4-49
278 Completing CCC-502EZ 4-59
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Par. 272
*--272 " Person" Deter minations - I ndividuals--*

A
Rule Anindividual producer is considered a separate "person” if the producer:
» hasaseparate and distinct interest in the land or crop involved
e exercises separate responsibility for thisinterest
« maintains funds or accounts separate from that of any other producer.
B
Programs Not If aprogram requires a determination of "persons’ but not a determination of
Requiring "actively engaged in farming," the following is also required to be eligible for
Determination of  payments or benefits:
" Actively
Engaged" » the claimed share of the profits or losses of the farming operation must be

commensurate with the contributions to the farming operation

e contributions at risk.
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273 “Actively Engaged” Determinations - Individuals

A
Rule

B

Other
Participants
That Use This
Rule

*--C
Military
Personnel

10-14-03

Par. 273

An individual shall be considered to be “actively engaged in farming” if all of the

requirements on this table are met.

Item

Requirement

of both of the following:

thereof.

1 |Theindividua makes asignificant contribution to the farming operation

* capital, equipment, land, or a combination thereof

» active personal labor, active personal management, or a combination

farming operation.

2 |Theindividual’s share of the profits or losses from the farming
operation are commensurate with the individual’ s contribution to the

3 |Theindividual’s contributions are at risk.

Thisrule also applies to an individua who is:

¢ apartner in agenera partnership
¢ aparticipant in ajoint venture.

[7 CFR 1400.213] COC may determine an individual who is called to active duty
in the military during the program year "actively engaged in farming" according

to this table.

IF theindividual iscalled to active
duty in the military...

THEN COC...

before the determination is made

must determine that the individual was
making a conscious effort to be, and
would have been determined to be
“actively engaged in farming” if not for
being called to active duty in the
military.

after the determination is made

shall allow the determination to be in
effect for the program year.

1-PL (Rev. 1) Amend. 41
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Par. 274
274 Sharecropper

A A sharecropper shall be considered "actively engaged in farming" if al of the
Rule requirements in this table are met.
Item Requirement

1 The sharecropper makes a significant contribution of active personal
labor to the farming operation for which the sharecropper receives a
specified share of the crop produced on the farm.

2 The sharecropper’ s share of the profits or losses from the farming
operation is commensurate with the contribution to the operation.

3 The sharecropper’ s contributions are at risk.

*--Note: To be considered "actively engaged in farming" under this provision,
the individual may:

* not receive wages for labor and be considered a sharecropper for
this purpose

* Dbe provided housing and "draw" cash advances to be deducted later
from proceeds of the crop.--*

Example Situation: Individual Y provides labor for Landowner Z on 500 acres of rice
in exchange for a share of the crop. Individual Y only contributes active personal
labor to the farming operation. Landowner Z provides Individual Y with
housing. Individual Y also receives a cash advance that will be set off from the
proceeds of the crop after harvest.

Determination: Individual Y isconsidered to be "actively engaged in farming”
since Individual Y is asharecropper. Landowner Z is considered to be "actively
engaged in farming" since Z is alandowner.

4-14-92 1-PL (Rev. 1) Amend. 9 Page 4-44



Par. 275

275  Incapacitated I ndividual

A
I ntroduction

Rules

4-14-92

This paragraph describes the requirements for an individual who dies or becomes
incapacitated during the program year to be determined "actively engaged in
farming.”

COC may determine an individual who dies or becomes incapacitated during the
program year "actively engaged in farming” according to this table.

IF theindividual
diesor becomes

incapacitated ... THEN COC ...

before the must determine that the individual was making a

determination is conscious effort to be, and would have been

made determined to be, "actively engaged in farming,” if not
for the individual’ s death or incapacitation.

after the shall allow the determination to be in effect for the

determination is program year.

made

Notes:*--Thisruleis aso applicable to an entity if COC determines that the
individual who died or who became incapacitated would have qualified the entity
as "actively engaged in farming.”

The following year, theindividual, the individual’ s estate, or the entity,
as applicable, must meet all of the necessary--* requirements to be
"actively engaged in farming” for that year.

Continued on the next page
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Par. 275
275 Incapacitated Individual (Continued)

C
Specific Rulefor If an individua’s death during the current year results in an estate and the estate
Estates succeeds the individual on the current year program contract, the estate, if

otherwise eligible to receive payments under the provisions of this paragraph, may
be paid without designation as a"permitted entity” for the current year by any of

the heirs.
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Par. 276

*1-276 Case Examples - Individuals--*

A
Example 1

B
Example 2

5-8-92

Situation: Individual Z, a producer, rents 1,500 acres of land on a share-rent
basis. Individua Z owns the equipment and contributes at |east 50 percent of the
producer’ s commensurate share of active personal labor and contributes 100
percent of the farming operation’s management. In this situation, Individual Z's
share of the profits or losses from the farming operation are commensurate with
Individual Z’s contributions to the operation and the contributions are at risk.

Determination: Individual A isconsidered to be "actively engaged in farming."

Situation: Individual A rentsland on a share-rent basis. Individual A contributes
asignificant amount of leased equipment and a significant amount of active
personal management to the farming operation. Capital is borrowed from another
producer on the farm at the prevailing interest rate. The labor needed for
Individual Z'sfarming operation is hired. Individual A’s share of the profits or
losses from the farming operation are commensurate with individual A’s
contribution to the operation and the contributions are at risk.

Determination: Individual A isconsidered to be "actively engaged in farming”
since Individual A contributes a significant amount of both equipment and active
personal management. A contribution of capital, equipment, or land is used to
meet the significant contribution.

1-PL (Rev. 1) Amend. 10 Page 4-47
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Par. 277
*1-277 Completing CCC-502A, Farm Operating Plan for Payment Eligibility Review for an
Individual--*

A

Who Can CCC-502A can only be used by individuals for which CCC-502EZ is not
Complete applicable.

CCC-502A

B
When to File File CCC-502A with COC no later than the date specified in paragraph 50]

C
SupportingData  COC shall require adequate supporting data to make proper "actively engaged in
farming" and "person” determinations according td paragraph 52|

Continued on the next page

12-8-99 1-PL (Rev. 1) Amend. 39 Page 4-49



Par. 277
*--277 Completing CCC-502A, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

D
Completing Have the producer complete CCC-502A according to this table.
CCC-502A
[tem
Number Instruction

1 Enter county name.

2 Enter program year.

3 Enter State.

4 Enter name and current mailing or street address.

5 Enter Social Security, employer ID number, or both.

6A If
e aU.S. citizen, check "Yes' and goto item 7
e notaU.S. citizen, check "No" and go to item 6 B.--*
6B If:
» alawfully admitted alien, check "Yes" and present Alien Registration Receipt Card to
a County Office employee
+ not alawfully admitted alien, check "No."

Note: Producer isrequired to provide a significant contribution of active personal
labor, land, and capital to the farming operation, in addition to other
reguirements, to be eligible for certain benefits.

7 If under 18 years of age as of the applicable status date of this program year, enter the
requested information. Be sure to enter information for both parents or guardians. If a
parent or guardian has any interest in afarming operation, enter information about his or
her farming operation.

8 If you, your spouse, or any of your minor children have any other farming interests,
including interests in corporations, partnerships, trusts, estates, or other similar entities
that have afarming operation, check the applicable box and complete the applicable
sections of thisform. If neither you, your spouse, nor any of your minor children have
*--any other farming interests, check "No" and go to item 12.--*

9 For each additional farming interest, enter the requested information.

Continued on the next page
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Par. 277
*--277 Completing CCC-502A, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

D
Completing
CCC-502A
(Continued)

ltem
Number | nstruction--*

10 For each additional farming interest your spouse has, enter the requested information. If
spouse’s farming interest was brought into the marriage as a separate farming operation
and has been kept totally separate from any of your farming operations, check "Yes' in
the applicable box, otherwise check "No" in the applicable box. To be considered
"totally separate,” all aspects of the farming operation, including financing and records,
must be kept distinct from spouse’s operation.

11 For each additional farming interest any of your minor children have, enter the requested
information.

12 Enter the requested information for all land that is part of the farming operation.

» Inthe case of cash-leased land, only enter the rental rate per acreif the land is being
leased to or from someone who shares in the production or proceeds of the
production of the farming operation.

o |f thisland is cash |leased from someone who does not share in the production or
proceeds of the production of the farming operation, enter "Cash."

» |Iflandisleased for a share of the crop, enter the percentage of the crop that the
landlord receives.

» |f different rates apply on the same parcel, provide the breakdown of rates.

If additional space is needed for thisitem, complete CCC-502 Continuation and attach to
CCC-502A.

13 Enter the percent of the total capital requirements of the farming operation which you
*--provide. If you do not provide any capital, enter "0%" and go to item 14.--*

14 Enter the requested information for all equipment used in the farming operation. Check
the "Owned" box only if the equipment is owned by you. For each line, enter the
percentage represented by the line of the total equipment used in the farming operation.
Calculate applicable percentages by rental value of the equipment. Leased equipment
includes equipment provided by a custom farmer. It isonly necessary to provide a copy
of the equipment lease to the County Office if the equipment is being leased from an
individual or entity that shares in the production or proceeds of the production.

Continued on the next page
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Par. 277

*--277 Completing CCC-502A, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

D
Completing
CCC-502A
(Continued)
[tem
Number Instruction

15 If any of the contributions of capital, equipment, or land were acquired as the result of a
loan, check the applicable box and provide the requested information in item 15 B.--*

16 A Enter best estimate of the percentage and/or hours of the total amount of Iabor required
for the farming operation that will be provided personally by you.

16 B Enter best estimate of the percentage and/or hours of the total amount of Iabor required
for the farming operation that will provided by hired personnel or entities.

Note: Hired labor includes labor provided by a custom farmer.

16 C Enter best estimate of the percentage and/or hours of the total amount of Iabor required
for the farming operation that will be provided from other sources, such as unpaid family
and friends.

17 A Enter best estimate of the percentage of the total amount of management required for the
farming operation that will be provided personally by you. For any management that
you provide personally, provide a narrative of the type of management duties you
perform. COC isrequired to make a determination of whether or not the management
you provideis critical to the profitability of this farming operation and this determination
may determine whether you are eligible for program payments.

17B Enter best estimate of the percentage of the total amount of management required for the
farming operation that will be provided by hired personnel or entities.

18 Check the applicable box if you believe, based on the information submitted, that you are
"actively engaged in farming” and a " person” separate and distinct from any other
individual or entity for payment limitation purposes.

Check the applicable box and provide the names of the applicable individuals or entities
if you believe, based on the information submitted, that you should be combined as 1
"person” with another individual or entity for payment limitation purposes.

19 *--Sign and date the certification.--*

Continued on the next page
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E
Example of
CCC-502A

12-8-99

Par. 277
*--277 Completing CCC-502A, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

The following is an example of acompleted CCC-502A.

Form Approved - OMB No. 0560-0096
1. COUNTY 2. PROGRAM YEAR

CCC-502A U.S. DEPARTMENT OF AGRICULTURE

(12-14-99) Commodity Credit Corporation smith

2000
FARM OPERATING PLAN FOR PAYMENT ELIGIBILITY 3. STATE

REVIEW FOR AN INDIVIDUAL KS

NOTE: The following statements are made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork Reduction Act of 1995, as amended. The Agriculture Act
of 1949, as amended, and the Food Security Act of 1985, as amended, authorize the collection of the data on this form which will be used in applying statutory payment
eligibility and limitation provisions. Furnishing this data is voluntary: however, without it we may be unable to establish your maximum eligibility for program payments.
This data may be furnished to any agency responsible for enforcing these provisions.

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it
displays a valid OMB control number. The valid OMB control number for this information collection is 0560-0096. The time required to complete this information collection
Is estimated to range from 30 minutes to 16 hours per response, including the time for reviewing instructions, searching existing data sources, gathering and maintaining
the data needed, and ing and reviewing the ion of i i RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

4. Producer’'s Name and Address 5. Iden
James Brown

100 Crooked Lane
[Anytown, KS 11111

cation Numbers

Social Security Number
123-45-6789

Employee Identification Number

6. Citizenship
A. Are you a U.S. citizen?

FOR COUNTY OFFICE USE ONLY

Was an Alien Registration Receipt Card shown?

[ [ ]w

B. Are you an alien lawfully admitted into the U.S.?

Yes, show the county office your Alien
Yes, goto ltem 7.
9 D Registration Receipt Card.

I:I No, complete Item 6B. I:I No, go to ltem 7.

7. Producers Who Are Minors

Status Date

Are you under 18 years of age? I:I YES (provide the following information) NO (Go fo ltem 8)

Enter Your Date of Birth
Enter the name, address, and social security or employer identification number of your parents or guardians.

Name of Your Parents or Guardians Address Social Security/Employer ID Number(s)

A

(B)
If your parents or guardians have any interest in a farming operation, complete the following for each parent or guardian.

Name of Farming Interest(s) Social Security/Employer ID Number(s) County(ies) and State(s) Where Located

(A)

(B)
8. Farming Interests

Do you, your spouse, or minor children have any interest in a farming operation which is conducted under any name other than as listed in ltem 47

Yes, | have other farming interests. (Complete ltem 9)

Yes, my spouse has other farming interests. (Complete Item 10)

- Yes, my minor children have other farming interests. (Complete ltem 11)
- No, we do not have any other farming interests. (Complete Item 12)

9. Your Other Farming Interests

Enter the following information for ALL other interests you have in a farming operation. Go to ltem 12 if your spouse or minor children have no other farming
interest(s).

Name of Farming Interest Employer ID Number of Farming Interest County(ies) and State(s) Where Located

Continued on the next page
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Par. 277
*--277 Completing CCC-502A, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

E

Example of
CCC-502A CCC-502A (Page 2 of 4) (12-14-99)
(Contl n Ued) 10. Other Farming Interests of Spouse

Enter the following information for ALL other interests your spouse has in a farming operation. Go to ltem 12 if your minor children have no other farming interest(s).

Name of Spouse
Jolene Brown

Spouse’s Social Security Number
198-76-5432

Was Farm Acquired Before

Social Security/Employer ID Marriage and Kept Totally
Name of Farming Interest Number of Farming Interest County(ies) and State(s) Where Located Separate?
Yes No
Shaw Farms, Inc. 23-7999821 Johnson, KS X

11. Other Farming Interests of Minor Children

Enter the following information for ALL other interests your minor children have in a farming operation, and go to ltem 12.

Social Security/Employer ID County(ies) and State(s) Where
Name of Minor Child Name of Farming Interest(s) Number of Farming Interest(s) Located

12. Land

Enter the following information for ALL land you own and/or lease. If ALL land in this farming operation is owned and operated by you, enter the farm number,
County and State, check “Owned,” and enter the cropland acres.

un Enter “v” If You
Enter v Rental Rate () | Had the Same
County(ies) and State(s) Leased | Leased | Name of Person Whom Land Is Leased fo per Acre/% Crop | Land Interest
Farm No. Where Located Owned to from And/or from Cropland Acres Share Last Year
75 Smith, KS v 125 v
112 Smith, KS v 80 v
300 Smith, KS 4 80 Cash v

If ALL land in this farming operation is owned by you, after completing the required columns in this Item, go to Item 15.
13. Capital

If you do not provide any capital for this farming operation, enter 0% and go to Iltem 14.

What percent of the capital required for this operation do you provide? 100 %

14. Equipment

B.Owned Equipment: If you own equipment and do not lease any, check “Owned” and go to Item 15.
C.Leased Equipment: Enter the following information for ALL equipment you lease.

w Percent of Total
Enter v’ “Owned” & Does the person whom equipment is
Leasedto | Leasedfrom | “Leased From” leased to or from have an interest in
Owned | another person | another person | Equipment Name of Person Whom Equipment is Leased To and/or From your farming operation?

Yes No

*

Continued on the next page
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Par. 277
*--277 Completing CCC-502A, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

E
Example of

CCC-502A CCC-502A (page 3 of 4) (12-14-99)
(Continued)

If ALL land in this farming operation is owned by you, after completing this Item, complete Item 18.

A. Were your contribution(s) of capital, B. Was such loan acquired from or cosigned by an individual or entity who has ANY interest in this farming operation?
equipment, or land acquired as a result of | (Such interest may be as a landowner or another tenant.)

a loan?
Yes, enter the following information: X [ No, gotoltem 16

) Individual's or Entity's Interest in
Yes, go to item 15B Contribution Name of Individual or Entity the Farming Operation

I:l No, go to Item 16

16. Labor

Enter the estimated percent or hours of labor required for this farming operation which is provided by you personally, hired laborers, or others.

A.What estimated percent or hours of |B.What estimated percent or hours  |C.Type and estimated percent or hours of other labor.
active personal labor do you provide? [of labor is hired? Type Percent Hours

%
%
100 % hours % hours

17. Management

Enter the estimated percent of the farming operation’s total management responsibility and the type of managerial duties required for this farming operation which
are provided by you personally or by hired management.

A.  Active personal management. If you do not provide active personal management to the farming operation, go to Item 17B.
Enter the estimated percent of active personal management provided by you 100 %

List the type of managerial duties performed by you

Evaluate financizl needs of the operation and arrange financing.

sctivities regarding land preparation, planting, hervesting, etc.

B.  Hired management.

Enter the estimated percent of hired management 0 %

18. Person Status for Payment Limitation Purposes

I believe the information entered on this document and any supporting documentation supports a finding that | am a “person” actively engaged in farming:

Separate and distinct from any other individual or entity.

I:I Combined with

REMARKS

(Name of individual(s) or entity(ies))

19. Certification

I certify that all the information entered on this document and any supporting documentation is true and correct. I understand
\fuurnishing incorrect information will result in forfeiture of payments and the assessment of a penalty. I will timely provide written
notification to the Farm Service Agency committees for the county and State listed on this form of any changes in this farming operation.

SIGNATURE OF PRODUCER [paTE
s/ James Brown 02-01-XX

12-8-99 1-PL (Rev. 1) Amend. 39 Page 4-55
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Par. 278
*1-278 Completing CCC-502EZ, Farm Oper ating Plan for Payment Eligibility Review for an

Individual--*
A
Who Can CCC-502EZ may be used by individual producers, including landowners, who:
Complete
CCC-502EZ e arenot minors
» do not have any interest in afarming operation conducted under any other
name, including interests of minor children and spouse
» do not have contributions of land, capital, or equipment acquired as a result of
aloan from an individual or entity that has any interest in the farming
operation.
B
When to File File CCC-502EZ with COC no later than the date specified ifl paragraph 50
C

SupportingData  COC shall require adequate supporting data to make proper "actively engaged in
farming" and "person" determinations as provided irl paragraph 52|

Continued on the next page
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Par. 278
*--278 Completing CCC-502EZ, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

D
Completing Have the producer complete CCC-502EZ according to this table.
CCC-502EZ
[tem
Number Instruction
1 Enter county name.
2 Enter program year.
3 Enter State.
4 Enter name and current mailing or street address.
5 Enter Social Security number.
6A If aU.S. citizen, check "Yes' and go to item 7; otherwise check "No" and go to
item 6 B.--*
6B If:

« not alawfully admitted alien, check "No" and complete CCC-502A

« alawfully admitted alien, check "Yes", present Alien Registration
*--Receipt Card to the County Office employee and go to item 7.--*

7 If under 18 years of age as of the applicable status date of this program year, check "Y es"
and complete CCC-502A; otherwise, check "No."

8 If you, your spouse, or any of your minor children have any other farming interests,
check "Yes' and complete CCC-502A; otherwise, check "No."

Continued on the next page
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Par. 278
*--278 Completing CCC-502EZ, Farm Operating Plan for Payment Eligibility Review for an
Individual (Continued)

D
Completing
CCC-502EZ
(Continued)
[tem
Number I nstruction--*

9 If your contribution of land is acquired as aresult of aloan made by or guaranteed by an
individual or entity with an interest in the farming operation, check "Yes" and complete
CCC-502A; otherwise, check "No."

Enter the requested information for all land in the farming operation.

10 If your contribution of capital is acquired as result of aloan from an individual or an
entity that has any interest in the farming operation, check "Yes" and complete CCC-
502A; otherwise, check "No."

Enter percent of capital required for the farming operation that will be provided by you.

11 If your contribution of equipment is acquired as aresult of aloan from an individual or

an entity that has any interest in the farming operation, check "Yes" and complete
CCC-502A; otherwise, check "No."

Enter the percent of equipment that will be provided by you.

12 Enter the percent of active personal labor that will be provided by you and the percent of
labor that is hired.

13 Enter the percent of active personal management and the type of duties that will be
provided by you and the percent of management that is hired.

14 *--Signature and date.--*

Continued on the next page
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Par. 278
*--278 Completing CCC-502EZ, Farm Oper ating Plan for Payment Eligibility Review for an
Individual (Continued)

E
Example of The following is an example of acompleted CCC-502EZ.
CCC-502EZ

Form Approved - OMB No. 0560-0096

CCC-502EZ U.S. DEPARTMENT OF AGRICULTURE 1. COUNTY 2. PROGRAMYEAR
(12-14-99) Commodity Credit Corporation Montgomery
FARM OPERATING PLAN FOR PAYMENT ELIGIBILITY 3. STATE 2000
REVIEW FOR AN INDIVIDUAL VA

NOTE: The following statements are made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork Reduction Act of 1995, as amended. The Agriculture Act
49, as amended, and the Food Security Act of 1985, as amended, authorize the collection of the data on this form which will be used in applying statutory payment
ellglblllt and limitation provisions. Furnishing this data is voluntary, however without it we may be unable to establish your maximum eligibility for program payments.
This data may be furnished to any agency r for g these

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it
displays a valid OMB control number. The valid OMB control number for this information collection is 0560-0096. The time required [ complete this information collection
is estimated to range from 30 minutes to 16 hours per response, including the time for reviewing instructions, searching exlstlng data sources, %athenng and maintaining
the data needed, and and g the of RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFF!

4. Producer’s Name and Address 5. ldentification Numbers

Tim Barnes
1502 Foxtail Lane 502-22-3000

Blacksburg, VA 22061

Social Security Number

Employee Identification Number

FOR COUNTY OFFICE USE ONLY

Was an Alien Registration Receipt Card |Status Date
shown?

A. Are you a U.S. citizen?

Yes, go to ltem 7.

- No, complete ltem 6B.

B. Are you an alien lawfully admitted into the U.S.?

- Yes, show the county office your Alien Registration Receipt Card.

- No, go to Item 7.
7. Producers Who Are Minors 8. Farming Interests

Are you under 18 years of age?

Do you, your spouse, or minor children have any interest in a farming operation which is
conducted under any name other than as listed in ltem 4?

NO. Go'to ltem 9.

- YES. STOP, DO NOT CONTINUE. You must use form CCC-502A.

NO. Gotoltem 8 YES. STOP, DO NOT CONTINUE. You must use form CCC-502A.

Is your contribution of land acquired as a result of a loan from an individual or an entity that has any interest in your farming operation?

|:| YES. STOP, DO NOT CONTINUE. You must use form CCG-502A.

Enter the following information for ALL land you own and/or lease. Furnish a copy of the land lease unless the contract for parllclpalmn in the applicable program has been signed
by the landownerfiandlord. If ALL land in this farming operation is owned and operated by you, enter the farm number, County and State, check “Owned,” and enter the cropland
acres. NOTE: The rental rate per acre is required only if the land is being leased to or from someone who shares in the production or proceeds of the productlon of the farming

operation.
Enter “v"
Rental Rate Enter "v” If You
County(ies) and State(s) Leased | Leased | Name of Person Whom Land Is Leased 5$) per Acre/ |Had the Same Land
Farm No. Where Located Owned to from To and/or From Cropland Acres Crop Share | Interest Last Year
10 Montgomery, VA 4 150 v

10. Capital 11. Equipment

What percent of the capital required for this operation do you provide? 100 % |What percent of the equij required for this operation do you own? __100 %

Is your contribution of capital acquired as a result of a loan from an individual or an entity |Is your contribution of equipment acquired as a result of a loan from and individual or an
that has any interest in your farming operation? entity that has any interest in your farming operation?

NO. Go to ltem 11. NO. Go to ltem 12.

- YES. STOP, DO NOT CONTINUE. You must use form CCC-502A. - YES. STOP, DO NOT CONTINUE. You must use form CCC-502A.

Enter the estimated percent of hours of labor required for this farming operation which is provided by you personally, hired laborers, or others.

A.  What estimated percent or hours of B What estimated percent or hours of |C.  Type and estimated percent of hours of other labor.
active personal labor do you provide? labor is hired?
Type Percent Hours
100 % hours _ 0 % ___ hours

Enler the estimated percent of the farmmg operation’s total ility and the type of ial duties required for this farming operation which are provided by
'you personally or by hired management.

A.  Active personal management. Enter the estimated percent of active personal management provided by you. 100 %. Type of duties P L

B.  Hired management. Enter the estimated percent of hired management. %

14. Certification

T certifys that all the information entered on this document and any supporting documentation is true and correct, 1 understand furnishing incorrect information will result in forfeiture of payments
and the assessment of a penalty. 1 will timely provide written nolification lo the Farm Service Agency conmittees for the county and Siaie listed on this form of any changes in this farming operation.

SIGNATURE OF PRODUCER IDATE
/s/ Tim Barnes 03-31-XX

The U.S. Department of Agriculure (USDA) prohibit discrimination in il s progame and activities on the basis of race, color; national origin, gender, religion, age, disability, political beliefs, sexual
arfentation, and maritalor family stalus. (Nt ai prohibiied bases apply to all programs,) Persons with disabillies who require - alfernative means for communication of program information (Braille, large print,
Cliciotape, oic) Shoad comant USDA'S TARGET Centr 5 (305 150.3600 (voica and TDD). To fiba comolaint of discrimination. wite USDA, Diccior, Offics of Qv Alghts, Room 3561, Whtien Bading
1400 independence Avenue, SW, Washington, D.C. 20250-0410 or pep (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer.

279-290 (Reserved)
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Par. 291

Section 3 Joint Operations

291 Overview

'Ib;ltr oduction This s_ection describes determinations and procedures that relate to joint
operations.
B
I'n This Section The following paragraphs are included in this section.
Par agraph Title Page
292 Defining Joint Operation 4-76
293 "Person” Determination - Joint Operations 4-77
294 "Actively Engaged" Determinations - Joint 4-78
Operations
295 Family Member 4-79
296 Case Examples - Joint Operations 4-85
297 Completing CCC-502B 4-87
298-310 Reserved

3-14-94 1-PL (Rev. 1) Amend. 22 Page 4-75



Par. 292

292 Defining Joint Operation

A
Definition A joint operation isageneral partnership, joint venture, or other similar
business organization in which 2 or more individuals or entities pool their
resources, such as land, labor, capital, management, and equipment to conduct
the operation.
8-14-91
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Par. 293

293 " Person" Determinations - Joint Operations

Rule

B

Programs Not
Requiring

Deter mination of

" Actively Engaged”

C
One" Person” Joint
Operation

2-18-97

*--[7 CFR 1400.3 (b)] Each member who shares in the income from a-*
joint operation is considered a "person,” not the joint operation itself.
However, members of ajoint operation may request to be jointly treated as a
"person” according to subparagraph C.

Note: The members of ajoint operation will be considered as having met the
requirements to be considered a separate "person,” according to
[paragraph 110, if the joint operation meets the requirements.

*--[7 CFR 1400.6] If a program requires a determination of "persons,”--*

but not a determination of "actively engaged in farming,” the following is also
required to be eligible for payments or benefits, unless the members agree to
bejointly treated as 1 "person” according to subparagraph C:

» the claimed share of the profits or losses of the farming operation must be
commensurate with the contributions to the farming operation

e contributions at risk.

*--[7 CFR 1400.3] The members of ajoint operation may all agree to--*
bejointly treated as 1 "person” and meet the requirements to be "actively
engaged in farming" through the combined contributions of the members.

Notes. The members shall indicate their agreement to be jointly treated as 1
"person” on CCC-502B, item 18.

This provision does not negate any requirements that apply under a
contract or application for the producer to be eligible for payment.

1-PL (Rev. 1) Amend. 34 Page 4-77



Par. 294
294 " Actively Engaged” Deter minations - Joint Operations

A

Rules Members of ajoint operation can become "actively engaged in farming"
*--in 1 of the following ways:.--*
» by meeting the requirements for an individual according td paragraph 273
«*--py all members agreeing to be jointly treated as 1 "person” according

tolsubparagraph 293 (C.--*
» by meeting all of the requirementsin thistable.
Item Requirement

1 Contributions to the farming operation of both of the following are made:

« the member or the joint operation makes a significant contribution of capital,
equipment, or land, or a combination thereof

» the member makes a significant contribution of active personal labor or active personal
management, or a combination thereof.

2 The member must provide satisfactory evidence that his or her contributions of land, labor,
management, equipment, or capital to the joint operation are commensurate with the
member’s claimed share of the profits or losses of the joint operation.

3 The member’ s contributions to the farming operation are at risk.

B
Contributions Not For amember of ajoint operation whose contributions of inputs are not equal
Commensur ate to his or her claimed share:

» if the contribution is less than commensurate, that member is not
considered "actively engaged in farming” and ineligible to receive any
payment earned by the joint operation

« if the contribution is at least commensurate, that member may receive his
or her share of the payment earned by the operation, but this share cannot
be increased because of the ineligibility of another member.

6-27-95 1-PL (Rev. 1) Amend. 30 Page 4-78



295 Family Member

Par. 295

A
Definition A family member isan individual to whom another member in the farming
operation isrelated as lineal ancestor, lineal descendant, or sibling, including
spouses of those family members who do not make a significant contribution
to the farming operation themsel ves.
The term "family member" shall include:
e Qreat grandparent
« grandparent
e parent
« child, including legally adopted children
« grandchild
» great grandchild
» sibling of the family membersin the farming operation
» spouse of family members, if the family member does not make a
significant contribution of active personal labor or active personal
management to the farming operation as an individual.
B
Making the In making the determination, COC shall consider the makeup of the operation
Determination at the time the determination is made.
Continued on the next page
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Par. 295

295 Family Member, Continued

C

Rule An individua who is an adult family member shall be considered "actively
engaged in farming" for ajoint operation conducted by persons, a majority of
whom are individuals who are family members, if all of the requirements on
this table are met.

ltem Requirement

1 The family member makes a significant contribution of active
personal management or active personal labor, or combination
thereof, to the farming operation.

2 The family member’ s share of the profits or losses from the
farming operation is commensurate with the family member’s
contribution to the operation.

3 The family member’ s contributions are at risk.

D
Example 1 Situation:  In 1990, Partnership AB consists of 2 unrelated individual
members. 1n 1991, Individual C, an adult son of A, will join the partnership.

« Individuals A and B each will provide asignificant contribution of active
personal labor and active personal management.

e Individual C will provide a significant contribution of active personal
labor.

e The partnership will provide all of the capital and equipment. Thelandis
share leased by the partnership from 5 different landowners.

Continued on the next page
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Par. 295

295 Family Member, Continued

D
Example 1,
Continued

E
Example 2

8-14-91

Determination: Based on the contributions of each member, Individuals A,
B, and C are each considered to be "actively engaged in farming”, if COC
determines the contributions are at risk and claimed shares are commensurate
with the contributions of each member.

In this example, Individual C is"actively engaged in farming" because of the
family member provision, since the joint operation consists of 3 "persons’, a
majority of whom are individuals that are family members. The determination
that amajority of the "persons” of the joint operation are individuals that are
family members shall be made, considering the structure of the joint
operation, on the status date.

Situation:  Father A has been farming owned land and rented land for
approximately 15 years. Son B, an adult, is starting to farm with his father.
Son B contributes a significant amount of active personal labor. Father A
contributes all of the farming operation’s capital, equipment, and active
personal management.

Determination: Father A and Son B are both considered to be "actively
engaged in farming" and would be considered to be 2 "persons.”

Continued on the next page
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Par. 295

295 Family Member, Continued

F
Example 3

G
Example 4

8-14-91

Situation:  In 1990, Partnership CD consisted of Individual C and
Grandfather D. In 1991, however, Grandson E is brought into the farming
operation.

» Individua C contributes all the capital and a significant amount of active
personal management.

» Grandfather D contributes the use of a significant amount of equipment,
owned land, and active personal management.

e Grandson E will provide all the active personal labor.

Determination: Individua C, Grandfather D, and Grandson E will each be
considered to be "actively engaged in farming”. COC will consider whether
the claimed shares are commensurate with each partner’ s contribution to the
farming operation.

Situation:  Father Y has alarge farming operation, part of which he owns
and part of which he share leases. In 1989, Son Z subleases 3 farms from
Father Y and farms them as a separate farming operation.

« Father Y provides Son Z with all the needed capital and equipment.

« Son Z contributes a significant amount of both active personal labor and
active personal management to the farming operation.

Determination: Son Z isnot considered to be "actively engaged in
farming". Son Z does not qualify with respect to the family member provision
since he was not brought into a family farming operation. If Father Y had
formed ajoint operation with his son, Son Z would have been considered to be
"actively engaged in farming” with respect to the family member provision. A
separate "actively engaged" determination would need to be made for Father
Y.

Continued on the next page
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Par. 295

295 Family Member, Continued

H

Example 5 Situation:  ABC Partnership isafamily held partnership consisting of
Father A, Son B, and Daughter C. In 1991, Father A brings Son-in-law D into
the farming operation.

» Daughter C, who ismarried to Son-in-law D, does not provide a
significant amount of active personal labor or active personal management
to the farming operation.

« Son B contributes a significant amount of capital, active personal |abor,
and active persona management.

« Father A originally contributed his owned equipment to the partnership
and contributes some capital and a significant amount of active personal
management.

« Son-in-law D contributes a significant amount of both active personal
labor and active personal management to the farming operation.

Determination: Father A, Son B, and Son-in-law D are considered to be
"actively engaged in farming”. Daughter C is not considered to be "actively
engaged in farming”. Son-in-law D was brought into the farming operation
using the family member provision. If Daughter C made a significant
contribution of active personal labor or active personal management, Son-in-
law D would not have been considered to be "actively engaged in farming"
with respect to the family member provision.

Continued on the next page
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Par. 295

295 Family Member, Continued

I
Example 6

8-14-91

Situation:  Mother A, Daughter B, and Son C are partnersin afamily
partnership. Son D, aminor, becomes a partner in 1991.

Mother A contributes a significant amount of both capital and active
personal management.

Daughter B contributes a significant amount of both capital and active
personal management.

Son C contributes a significant amount of equipment, active personal
labor, and active personal management.

Son D contributes a significant amount of active personal |abor.

Determination: Mother A, Daughter B, and Son C are considered to be
"actively engaged in farming”. However, Son D is not considered to be
"actively engaged in farming” because of the family member provision since
he is not an adult family member.
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Par. 296

296 Case Examples - Joint Operations

A

Example 1 Situation:  Partnership AB farms 2,000 acres of land. The partnership
owns the equipment and the individual partners provide at least 50 percent of
their commensurate share of active personal labor and a significant amount of
active personal management. Each partner’s share of the profits or losses from
the farming operation are commensurate with the partner’s contribution to the
operation and each partner’s contributions are at risk.

Determination: Partners A and B are considered to be separate "persons’
actively engaged in farming.

B

Example 2 Situation:  Partnership CD farms 2,000 acres of land. Each of the
individual partners contributes a significant amount of both capital and active
personal management to the farming operation. Labor ishired. Equipment
and land are rented from third parties. Each partner’s share of the profits or
losses from the farming operation are commensurate with the partner’s
contribution to the operation and each partner’s contributions are at risk.

Determination: Partners C and D are considered to be separate "persons’
actively engaged in farming.

Continued on the next page
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Par. 296

296 Case Examples - Joint Operations, Continued

*-C
Example 3

3-14-95

Situation:  Partnership EFG farms 2,000 acres of land. The contributions
of capital, land, and equipment are acquired as aresult of loansfrom a
banking institution. The bank requiresthat all partners sign to guarantee the
loan. Theindividual partners provide at least 50 percent of their
commensurate share of active personal labor and a significant amount of
active personal management. Each partner’s share of the profits or losses from
the farming operation are commensurate with the partner’ s contributions to the
operation and each partner’s contributions are at risk. None of the partners
have any other farming interests.

Determination: PartnersE, F, and G are considered to be separate "persons’
actively engaged in farming. The fact that the contributions of capital, land,
and equipment are guaranteed by the members does not prevent the
contributions from being considered for a significant contribution. Refer to

subparagraphs 151 D, 152 C, and 153 C.--*

1-PL (Rev. 1) Amend. 29 Page 4-86



Par. 297

*1-297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partner ship--*

A

Who Can
Complete
CCC-502B

B
When to File

C
Supporting Data

D
Related Forms

12-8-99

CCC-502B can only be used by joint ventures or general partnerships.

File CCC-502B with COC no later than the date specified ir paragraph 50

COC shall require adequate supporting data to make proper "actively engaged in
farming" and "person” determinations according td paragraph 52|

If any member of thisjoint operation is another joint operation or an entity of
some type, such joint operation or entity will be required to provide CCC-502B,
CCC-502C, or CCC-502D as applicable.

Continued on the next page
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Par. 297
*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

E
Completing Have the producer complete CCC-502B according to this table.
CCC-502B

Item
Number Instruction

1 Enter county name.

Enter program year.

Enter State.--*

Enter the joint operation’s name and current mailing or street address.

a |~ |w DN

Enter the joint operation’s employer ID number. If an employer ID is not available for ajoint venture,
leave blank.

o]

Check or specify the type of joint operation.

7 Enter the date this joint operation was formed.

8 For each member of this joint operation, provide the requested information.

» |f amember has both a Social Security number and an employer ID number, provide both numbers.

e Enter inthe"Salary/Bonus" column any payment that a member receives from the joint operation
that is payment for services rendered by such member over and above the share of the joint

operation’s profits and | osses.

» If any member of the joint operation isrelated to any other member of the joint operation, explain
this relationship in the "Family Member Relationship" column.

9 If any member of the joint operation is an alien lawfully admitted into the U.S., this member must show
the County Office his or her Alien Registration Receipt Card. This member must display this card to be
considered an alien lawfully admitted into the U.S. for the purposes of this program.

Any member of thisjoint operation who is not an alien lawfully admitted into the U.S., or aU.S. citizen,
isrequired to provide a significant contribution of active personal labor, land, and capital to the farming
operation, in addition to other requirements to be eligible for certain program benefits.

List any members of thisjoint operation who are not U.S. citizens or aliens lawfully admitted into the
*--U.S.initem9 A.

If any members of thisjoint operation are entities with aliens as members, those individual members of
the member entities must meet the same requirements as aiens that are members of this joint operation.
Complete the requested information in items 9 B and 9 C regarding members that are entities.--*

Continued on the next page
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Par. 297
*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

E
Completing
CCC-502B
(Continued)
Item
Number Instruction--*

10 If any member of thisjoint operation will be under 18 years of age as of the applicable status date of this
program year, enter the requested information. Be sure to enter information for both of such member’s
parents or guardians and if they have both types of ID numbers, enter both.

If either of such member’s parents or guardians have any interest in afarming operation, enter
information with regard to such member’s parents or guardians farming operation on line number (1) or
(2) corresponding to the line number of the parents name.

11 If any member of thisjoint operation, the spouse of any member of thisjoint operation, or any of the
minor children of any member of thisjoint operation, has any other farming interests, (including interests
in corporations, partnerships, trusts, estates, or other similar entities that have a farming operation) check
the applicable box and complete the applicable sections of thisform. If no member of thisjoint
operation, no member’s spouse, nor any minor children of a member of thisjoint operation
*--have any other farming interests, check "No" and go to item 15.--*

12 For each additional farming interest a member of this joint operation has, enter the required information.

13 For each additional farming interest a spouse of a member of this joint operation has, enter the requested
information.

If the farming interests of a member’s spouse was brought into their marriage as a separate operation and
has been kept totally separate from al of the member's farming operations, check "Y es" in the applicable
box, otherwise check "No" in the applicable box. To be considered "totally separate,” all aspects of the
member’s farming operation, including financing and records, must be kept distinct from the spouse's
farming operation.

14 For each additional farming interest aminor child of a member of thisjoint operation has, enter the
requested information.

Continued on the next page
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Par. 297
*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

E
Completing
CCC-502B
(Continued)

ltem
Number I nstruction--*

15 Enter the percentage of total capital, land, equipment labor, and management that will be provided by the
joint operation itself as opposed to a contribution to the farming operation by the members of the joint
operation.

If any land or equipment contributed by the joint operation is owned by the joint operation, check the
applicable "Owned" block.

Land and equipment contributed by the joint operation would include such land and equipment that is
owned or leased by the joint operation for other than a share of the crop produced by the joint operation.

If such land or equipment is leased by the joint operation in return for a share of the crop or a share of the
net operating results of the joint operation, such contribution would be a contribution of the person leasing
such land or equipment to the joint operation.

Hired labor or management provided by the joint operation does not include any labor or management
personally provided by a member of the joint operation. Hired labor includes labor provided by a custom
farmer.

16 Enter the percentage of total capital, land, equipment, labor, and management that will be provided by each
member of the joint operation as opposed to a contribution to the farming operation by the joint operation
itself.

If any land or equipment contributed by a member of the joint operation is owned by such member, check
the applicable "Owned" block.

Land and equipment contributed by a member of the joint operation would include such land and
equipment that is owned or leased by such member of the joint operation for other than a share of the crop
produced or a share of the operating results of the joint operation. If such land or equipment is|eased by
such member of the joint operation in return for a share of the crop or a share of the net operating results
of the joint operation, such contribution would be a contribution of the person leasing such land or
equipment to such member of the joint operation.

Hired labor or management provided by a member of the joint operation includes any labor or
management provided to the joint operation and paid for by such member. Hired labor includes labor
provided by a custom farmer. Active personal labor and management is that labor and management

per sonally provided by such member of the joint operation. If any member of the joint operation provides
1,000 or more hours of active personal labor to the joint operation, check the " 1000 Hours" block.

Continued on the next page
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Par. 297
*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

E
Completing
CCC-502B
(Continued)

ltem
Number Instruction

17A Enter the requested information for all land that is part of this joint operation’s farming operation. If all
land that is part of this farming operation is owned by the joint operation and you checked "No" in

item 11, go toitem 18. Y ou should document how any land owned by the joint operation itself will be--*
divided upon dissolution of the joint operation.

In the case of cash leased land, enter the rental rate per acre if such land is being leased to or from
someone who shares in the production or proceeds of the production in the farming operation. If such
land is cash leased from someone who does not share in the production or proceeds of the production in
this farming operation, enter "Cash." If land isleased for a share of the crop, enter the percentage of the
crop which the landlord receives. If different rates apply on the same parcel, provide the breakdown of
rates.

Next to the applicable number, enter the county and State where each parcel of land is located.

If additional spaceis needed for thisitem, complete CCC-502 Continuation and attach to CCC-502B.

17B Enter the requested information for all equipment used in the farming operation. Check the "Owned" box
only if the equipment is owned by the contributor. For each line, enter the percentage represented by such
line of the total equipment used in the farming operation. Calculate applicable percentages by rental value
of such equipment. Leased equipment includes equipment provided by a custom farmer. 1t will be
necessary to provide a copy of the equipment lease if the equipment is being leased from an individual or
entity that shares in the production or proceeds of the production in the farming operation.

18 If any of the contributions of capital, equipment, or land were acquired as the result of aloan, check the
*--agpplicable box and provide the requested information in item 18 B.--*

Y ou will be required to provide the detail information if the loan was made by or guaranteed by an
individual or entity with an interest in this farming operation. If that isthe case, identify which
contribution the loan relates to, the individual or entity who made the contribution, the individual or entity
who guaranteed the loan, and what type of interest the individual or entity hasin your farming operation.

19 Enter your best estimate of the percentage and/or hours of the total amount of labor required for your
farming operation that will be provided by sources other than the joint operation or any member of the
joint operation, such as unpaid family and friends.

Continued on the next page
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Par. 297
*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

E
Completing
CCC-502B
(Continued)
[tem
Number Instruction--*

20 For any management that is provided personally by members of the joint operation, provide a narrative of
the type of management duties performed by each member. COC is required to make a determination of
whether or not the management provided by each member is critical to the profitability of the joint
operation’s farming operation and this determination may determine whether such member of the joint
operation is eligible for program payments.

21 Check the applicable box if you believe, based on the information submitted, that each member of the joint
operation is "actively engaged in farming" and a " person™ separate and distinct from any other individual
or entity for payment limitation purposes.
Check the applicable box and provide the names of the applicable individuals or entities if you believe,
based on the information submitted, that any member of the joint operation should be combined as 1
"person” with another individual or entity for payment limitation purposes.

22 *--Each member of the joint operation must sign and date.--*

12-8-99 1-PL (Rev. 1) Amend. 39 Page 4-92



Par. 297
*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

F
Example of The following is an example of a completed CCC-502B.
CCC-502B

Form Approved - OMB No. 0560-0096

CCC-502B U.S. DEPARTMENT OF AGRICULTURE 1. COUNTY 2 PROGRAMYEAR
(12-14-99) Commodity Credit Corporation Lee
2000
FARM OPERATING PLAN FOR PAYMENT ELIGIBILITY REVIEW 3. STATE
FOR A JOINT VENTURE OR GENERAL PARTNERSHIP A
NOTE:  The following statements are made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork ion Act of 1995, as d. The i Act

of 1949, as amended, and the Food Security Act of 1985, as amended, authorize the collection of the data on this form which will be used in applying statutory payment
eligibility and limitation provisions. Furnishing this data is voluntary; however, without it we may be unable to establish your maximum eligibility for program payments.
This data may be furnished to any agency responsible for enforcing these provisions.

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it
displays a valid OMB conftrol number. The valid OMB control number for this information collection is 0560-0096. The time required to complete this information collection
is estimated to range from 30 minutes to 16 hours per response, including the time for reviewing instructions, searching existing data sources, gathering and maintaining
the data needed, and and reviewing the ion of i jon. RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

Producer’s Name and Address 5.

4. Employer Identification No. |6. Type of Operation (Check One)

Joint Venture

DM Farms
102 South Road
Franklin, IA 50005

General Partnership
- Other (Specify)

FOR COUNTY OFFICE USE ONLY

22-3334444

7. Date Operation
Formed

Was an Alien Registration Receipt Card shown? |Status Date

01-15-XX

8. Members - List all members having an interest in the joint operation.

Social Security/Employer ID

Member's Name Number(s) % Share Salary/Bonus Family Member Relationship
Daniel Williams 276-14-4630 50 - Spouse of Mary
Mary Williams 195-52-2763 50 - Spouse of Daniel

Are ALL members U.S. citizens or aliens lawfully B.  Are any members an entity? C.
admitted into the U.S.?

Are ALL members of the entity(ies) U.S. citizens or aliens lawfully
admitted into the U.S.?

Yes. If an alien lawfully admitted info the I:l Yes. Gomplste fem SC. Yes. Ifan alien lawfully admited into the U.S., show the
U.S., show the County Office an Alien County Office an Alien Registration Receipt Card and go to
Registration Receipt Card and go to ltem 10.
Item 10.
l:l No. List ALL aliens not lawfully admitted into 0. Gotoltem 10 No. List ALL members of the entity who are aliens not
the U.S. and complete Item 9B. lawfully admitted into the U.S. and go to ltem 10.

10. Producers Who Are Minors

Are you under 18 years of age? I:l YES (provide the following information) NO (Go fo Item 11)

Parents’ or Guardians’ Name and
Member's Name and Date of Birth Social Security/Employer ID Number(s) Parents’ or Guardians’ Address

(1)

(2)

If any member’s parents or guardians have any interest in a farming operation, complete the following for each member’s parent or guardian.

Name of Farming Interesi(s) Sogial Security/Employer ID Number(s) County(ies) and State(s) Where Located
of Farming Interest

M
(2)

11. Farming Interests

Do any members, including spouses and minor children have any interest in a farming operation which is conducted under any name other than as listed i ltem 4?

Yes, one or more members have other farming interests. (Complete ltem 12)
Yes, one or more member's spouses have other farming interests. (Complete ltem 13)

Yes, one or more member's minor children have other farming interests. (Complete ltem 14)

X [No, no member including spouses and minor children has any other farming interests. (Complete ltem 15)

The U.S. Department of Agriculture (USDA) prohibits discrimination in al its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political beliefs, sexual
orientation, and mearital or family status. (Not all prohibited bases apply to all programs.) Persons with disabilities viho require alternative means for communication of program information (Braille, lerge print,
audiotape, etc.) should contact USDA’s TARGET Center at (202) 720-2600 (voice and TDD). To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building,
1400 Independence Avenue, SW, Washington, D.C. 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer

Continued on the next page
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Par. 297
*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

F
Example of
CCC-502B CCC-502B (Page 2 of 4) (12-14-99)

. 12. Other Farming Interests
(Cont I n u ai) Enter the following information for ALL interests each member has in a farming operation. Go to Item 15 if any spouse or minor children have no other farming interest(s).
Social Security/Employer ID County(ies) and State(s) Where
Member's Name Name of Farming Interest(s) Number(s) of Farming Interest Farming Interes(s) are Located
Othe a g ere o] embe po e

Enter the following information for ALL interests each member’s spouse has in a farming operation. Go to ltem 15 if any member’s minor children have no other farming interest(s).

Was Farm Acquired
Before Marriage and
Kept Totally Separate?

N d S | S ity/Empl ID
lame and Social Security/Employer Yes No

Spouse's Name Number of Farming Interest(s)

c ies) and State(s) Where
Farming Interest(s) are Located

14. Other Farming Interests of Member’s Minor Children

Enter the following information for ALL interests the member’s minor children have in a farming operation, and go to Item 15.

Social Security/Employer ID County(ies) and State(s) Where
Child's Name Name of Farming Interest(s) Number(s) of Farming Interest Farming Interest(s) are Located

15. Contributions Made by the Joint Operation

Enter the following information for contributions made by the joint operation. For Capital Land Equipment Hired
land or equipment owned by the joint operation, check “Owned”. For Owned Own | Labor Management
of land or equipment, complete ltem 17.

AP P 100 %| 100 %| v | 100 %[ v| 20% %

16. Contributions Made by the Members

Enter the following information for each member. For member owned land or equipment, check “Owned”. For contributions of land or equipment, complete ltem 17. Check “1000
Hours" if the member's contribution of active personal labor is at least 1000 hours.

y Land Equipment Labor Management
Member's Name Capital i i
(Current Year) Ovned Owned | Hired | Sotve | 1000 |y, | Active
Personal | Hours Personal
Daniel Williams % % % % 40 %| v %[ 50 %
Mary Williams % % % % 40 % v %[ 50 %
% % % % % % %
% % % % %
% % % % % % %

1 d and Equipment

A. Land: Enter the following information for all land operated by this joint operation that is contributed by the joint operation or by a member. Go to ltem 17B.

" w Enter “v" if the
ramo. | " erir erbers oot e o] e P naistessadto | nin | S5UNES | st
Operation’s Name as Applicable) Owned ° From % Crop Share last year.
@ 39 [DM Farms v 695
@
@)
@
®)
County(ies) and State(s) ' M) Lee, IA @ ®)
Where Farms are Located @ @

Continued on the next page
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Par. 297

*--297 Completing CCC-502B, Farm Operating Plan for Payment Eligibility Review for a Joint
Ventureor General Partnership (Continued)

F

Example of
CCC-502B
(Continued)

298-310 (Reserved)

12-8-99

CCC-502B (Page 3 of 4) (12-14-99)

17. Land and Equipment, Continued

B.  Equipment: Enter the following for ALL equipment used in this farming operation that is contributed by the joint operation or by a member. Go to ltem 18.

i i Enter “v” Percent of Total Does the Person Whom
Equipment Lea,SEd o (.:D""'bme.d B,y “Owned” and Name of Person Whom Equipment is Equipment is Leased to or From
(Enter Member'’s or Joint Operation’s “ . ) h

Name as Applicable) Leased | Leased Leased From’ Leased to and/or From Have an Interest in this Farming
o Owned To From Equipment Operation?
YES NO
DM Farms v
8 apita quipme o) and

A Was this joint operation’s and/or any |B.  Was such loan acquired from or cosigned by an individual or entity who has ANY interest in this farming operation? (Such interest

of the member's contribution(s) of may be as the joint operation, another member, a landowner or another tenant,)
capital, equipment, or land acquired o _
as a result of a loan? l:lYes, enter the following information: No, go to ltem 19.

Yes, go to Item 18B.

|:| No, go to ltem 19,

Individual's or Entity’s Interest in
Contribution Contributed by: Name of Individual or Entity the Farming Operation

19. Labor

Enter the estimated percent or hours of any labor other than the labor listed in item 12 used in this farming operation. If no other labor is used in this farming operation, go to Item 20.

Type and estimated percent or hours of other labor.

Type Percent Hours
Spraying and harvesting of crops 20 %
%
%
Active Personal Management. If the members do not provide active personal to the farming operation, go to ltem 21.

List the type of managerial duties performed by the members.

Names Type of managerial duties performed
Daniel Williams Land management, field work
Mary Williams Market commodities, recordkeeping

21. Person Status for Payment Limitation Purposes

'We believe the information entered on this document and any supporting documentation supports a finding that:

ach member of this joint operation is a “person” actively engaged in farming separate and distinct from any other individual or entity.

One or more members are combined “persons” actively engaged in farming. For each combined “person,” list as one entry, the member's name and the individual or
entity with whom such member should be combined

22. Certification - Each member must sign.

I certify that all the information entered on this and any support n is true and correct. I understand firnishing incorrect ation will result in

forfeiture of and the of a penalty. I will timely provide written notification to the Farm Service Agency committees for the county and State listed on this

form of any changes in this farming operation.

SIGNATURE |DATE SIGNATURE |DATE

/s/ Daniel Williams 02-01-XX

SIGNATURE |DATE SIGNATURE |DATE

s/ Mary Williams 02-01-XX

SIGNATURE |DATE SIGNATURE |DATE
DEFINITIONS
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Par. 311
*1-Section 4 _Corporations, Limited Partner ships,
Limited Liability Companies, Associations,
and Similar Entities

311  Overview

A

Introduction This section describes determinations and procedures that relate to corporations,
limited partnerships, limited liability companies, associations, and similar--*
entities.

B

In This Section The following paragraphs are included in this section.

Paragraph Title Page
312 Withdrawn--Amend. 23
313 "Person” Determinations - Corporations, Limited 4-112

Partnerships, Limited Liability Companies, and
Other Similar Entities

314 "Actively Engaged" Determinations - Corporations, | 4-117
Limited Partnerships, Limited Liability Companies,
and Other Similar Entities

315 Case Examples - Corporations, Limited 4-119
Partnerships, Limited Liability Companies, and
Other Similar Entities

316 Completing CCC-502C 4-123
317 Withdrawn--Amend. 4
318-330 Reserved
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Par. 313
312  (Withdrawn--Amend. 23)

313 " Person" Determinations- Corporations, Limited Partnerships, Limited Liability
Companies, and Other Similar Entities

Rule A corporation, including a subchapter S corporation, limited partnership,
*--limited liability company, limited liability partnership, or other similar entity in
which the liability of any member islimited, is considered a "person” if--* it:

e hasaseparate and distinct interest in the land or crop involved

o exercises separate responsibility for thisinterest

« maintains funds or accounts separate from that of any other individual or
entity for thisinterest.

*--Notes: The entity is considered the "person,” not the members of the entity.--*
If al partnersin alimited partnership are both general and limited

partners, consider the partnership either alimited partnership or a
genera partnership, whichever results in the most restrictive rule.

Continued on the next page
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Par. 313

313 "Person" Determinations - Corporations, Limited Partnerships,
Limited Liability Companies, and Other Similar Entities, Continued

B

Exceptions to This table shows exceptions to the general rule.
Rule

IF the entity has... THEN...

1 stockholder, partner, or member owning * * * the stockholder,
more than 50 percent of the entity partner, or member
and the entity are
Note: Include stock owned by other individuals | combined as
or entities that are combined with the 1 "person.”
stockholder as 1 "person.”

2 or more stockholders, partners, or members the entities are
that own * * * more than 50 percent of the combined as
interest in each of 2 or more corporations, 1 "person.”

limited partnerships, limited liability companies,
or other similar entities with farming interests

Notes: Include stock owned by other
individuals or entities that are
combined with the stockholder as 1
"person.”

The term "farming interests"

includes land owned by an entity that

is cash-leased to another producer and
used for the production of agricultural
products.

Note: For "person” determinationsinvolving:

 FCB’sand related associations, seg paragraph 257

o clubs, societies, fraternal, and religious organizations, see

paragraph 258|

Continued on the next page
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Par. 313

313 "Person" Determinations - Corporations, Limited Partnerships,
*-Limited Liability Companies, and Other Similar Entities, Continued--*

C
Stock Held by
Other Entities

D

Stock Transfers
After the Status
Date

4-25-94

For stock held by other entities that have minor children as heirs,
beneficiaries, or members, consider the share of stock attributable to the minor
child as being owned by the minor’s parents.

Note: If the minor child isconsidered a separate "person” according to
paragraph 254} the minor’s share of stock will not be considered owned
by the minor’ s parents.

Handle voluntary stock acquisitions after the status date by determining the
percentage share of outstanding stock owned by a stockholder according to
thistable.

Step Action

1 Determine the amount of outstanding stock owned by the
stockholder as of the status date of the crop year.

2 Determine the amount of stock voluntarily acquired after the
status date but before harvest of the last program crop that is
normal for the area.

3 Add the results of steps 1 and 2. If total exceeds 50 percent of the
corporation’ s stock, the stockholder and the corporation are
combined as 1 "person.”

Note: Voluntary acquisition of stock after the status date does not reduce the
ownership share of any other stockholder for payment limitation
puUrposes.

Continued on the next page
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Par. 313

313 “Person” Determinations- Corporations, Limited Partnerships, Limited Liability
Companies, and Other Similar Entities (Continued)

E
Classes of Stock

F
Fair Market
Value Factors

G

Programs Not
Requiring
Determination of
" Actively
Engaged”

1-24-03

For corporations with more than 1 class of stock, such as preferred and common,
the ownership percentage of stock, or unit of ownership, shall be determined by
the fair market value of outstanding stock.

*--Note: The value can be determined by COC, STC, or DAFP or designee,--*
but should be determined at the earliest level before referring to the
next higher level of authority.

To determine the fair market value of stock, or unit ownership, the following
available factors shall be considered:

current market quotations for each class of stock

relevant factors affecting the value of each class of stock
rights and privileges of each class of stock

any other information that would assist in the determination.

If a program requires a determination of "persons’ but not a determination of
"actively engaged in farming," the following is also required to be eligible for
payments or benefits:

* theclaimed share of the profits or losses of the farming operation must be
commensurate with the contributions to the farming operation

¢ contributions at risk.

1-PL (Rev. 1) Amend. 40 Page 4-115
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Par. 314

314 "Actively Engaged" Determinations - Corporations, Limited
Partnerships, Limited Liability Companies, and Other Similar Entities

Rules A corporation, limited partnership, limited liability company, association, or
other ssimilar entity shall be considered to be "actively engaged in farming” if
al of the requirements in this table are met.

ltem Requirement

1 The entity * * * separately makes a significant contribution of
capital, equipment, or land, or a combination thereof.

2 *--Stockholders, partners, or members that make contributions of
active personal labor and/or active personal management, have a
combined interest of at least 50 percent, and collectively make a
significant contribution to the farming operation.--*

Note: The contribution of labor or management may be
considered a contribution whether or not the member is
compensated for the contribution. However, if amember
Is compensated for the contribution, the compensation
must be fair and reasonable, considering the:

» typeand amount of the service performed
o prevailing salary paid in the areafor the service.

3 The entity’ s share of the profits or losses from the farming
operation is commensurate with the contribution to the farming
operation.

4 The entity’ s contributions are at risk.

Continued on the next page
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Par. 314

314 "Actively Engaged" Determinations - Corporations, Limited
*-Partnerships, Limited Liability Companies, and Other Similar
Entities, Continued--*

B
Specific Rules for The following specific rules apply to associations.
Associations
» Clubs, societies, fraternal organizations, and religious organizations shall
be considered to be associations, unless specified otherwise with
supporting documentation.

» The members of an association shall be considered as having equal shares,
unless specified otherwise.

 The members of associations shall be the actual members and not the
board of directors.

Examples: The members of achurch are the individual members.

The members of the Boy Scouts of America are the
individual boy scouts.
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Par. 315

*-.315 Case Examples - Corporations, Limited Partnerships, Limited
Liability Companies, and Other Similar Entities--*

A
Example 1

4-25-94

Situation:  Corporation XY Z rents 3,000 acres of land for one-fourth share
of the crop.

« Corporation XY Z contributes a significant amount of capital to the
operation.

» Stockholders, owning atotal of 50 percent of Corporation XY Z, contribute
asignificant amount of active personal labor.

» The corporation’s share of the profits or losses from the farming operation
are commensurate with the corporation’s contributions to the operation,
and the contributions are at risk.

Determination: Corporation XY Z is considered to be "actively engaged in
farming" and is 1 "person” for payment limitation purposes.

Continued on the next page

1-PL (Rev. 1) Amend. 23 Page 4-119



Par. 315

*.-315 Case Examples - Corporations, Limited Partnerships, Limited
Liability Companies, and Other Similar Entities, Continued--*

B
Example 2

4-25-94

Situation:  Corporation AB consists of Father A and Son B, each having a
50 percent share.

« Father A isaretired farmer who created the corporation for tax reasons
and to aid in the transfer of the farm to Son B. The corporation
contributes a significant amount of capital and equipment to the farming
operation.

» Son B contributes a significant amount of both active personal |abor and
active personal management to the farming operation; however, most of
the labor is provided by hired laborers.

o Father A lives on the farm and contributes a token amount of active
personal management.

Determination: Since Son B has at least 50 percent of the corporation, his
significant contribution of active personal labor and active personal
management would be enough to qualify the corporation as being "actively
engaged in farming.” Since the corporation provides at least 1 of the required
contributions of capital, equipment, or land and Son B, 1 of the corporation’s
stockholders who has a 50 percent ownership interest, contributes active
personal labor and active personal management, Corporation AB is considered
to be "actively engaged in farming” and is considered to be 1 "person” for
payment limitation purposes.

Continued on the next page
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Par. 315

*.-315 Case Examples - Corporations, Limited Partnerships, Limited
Liability Companies, and Other Similar Entities, Continued--*

C

Example 3 Situation:  Corporation GH consists of Husband G owning 25 percent of
the stock of the corporation and Wife H owning 30 percent of the stock in the
corporation.

» Corporation GH provides all the capital, equipment, and land for the
farming operation.

» Husband G and Wife H provide a significant amount of both active
personal labor and active personal management.

Determination: Corporation GH is "actively engaged in farming" since
Husband G and Wife H provide a significant amount of both active personal
labor and active personal management. Since

Husband G and Wife H collectively own more than 50 percent of the stock of
the corporation, Husband G, Wife H, and Corporation GH are considered to
be 1 "person” for payment limitation purposes.

D

Example 4 Situation:  Father J conducts an individual farming operation on owned
land. Corporation JKL conducts afarming operation on owned land. Father J
also owns 50 percent of the stock of Corporation JKL and Trust KL (an
irrevocable trust for the benefit of Father J s 2 minor children) owns 50
percent of the stock.

Determination: Father Jand Corporation JKL are considered to be "actively
engaged in farming" because of the landowner provision. However, Father J
and Corporation JKL are considered to be 1 "person” for payment limitation
purposes because Father J owns more than 50 percent of the stock of the
corporation, including stock owned by an irrevocable trust for the benefit this
individual’s minor children.

Continued on the next page
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Par. 315

*.-315 Case Examples - Corporations, Limited Partnerships, Limited
Liability Companies, and Other Similar Entities, Continued--*

E
Example 5

F
Example 6

4-25-94

Situation:  Individuas M, N, and O own stock in 2 corporations and each
has a separate and distinct farming operation on land that they individually
own.

o Corporation MN has stockholders M and N, owning 60 and 40 percent of
the stock, respectively.

» Corporation MO has stockholders M and O, owning 70 and 30 percent of
the stock, respectively.

e Corporations MN and MO each have a separate and distinct farming
operation on land owned by each individual corporation.

Determination: Individuals M, N, and O, and Corporations MN and MO
are considered to be "actively engaged in farming" because of the landowner
provision. Because Individual M owns more than 50 percent interest in both
corporations, Individual M is considered to be 1 "person” with both
corporations. Individuals N and O are considered to be separate "persons’ on
their individual farming operations and are considered to be "actively engaged
in farming" because of the landowner provision.

Situation:  Corporation X has stockholders A, B, C, and D owning 30
percent, 20 percent, 15 percent, and 35 percent, respectively. Corporation Y
has stockholders A, B, C, and E owning 10 percent, 20 percent, 25 percent,
and 45 percent, respectively. Each corporation farms land owned by the
corporation.

Determination: Corporations X and Y are both considered to be "actively
engaged in farming" because of the landowner provision. However,
Corporation X and Corporation Y are considered to be 1 "person” for payment
limitation purposes since the same 2 or more stockholders own more than 50
percent of the stock in each of the 2 corporations having farming interests.
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Par. 316

*1-316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for
Corporations, Limited Partnershipsor Other Similar Entities--*

A

Who Should
Complete
CCC-502C

B
When to File

C
Supporting Data

D
Related Forms

12-8-99

CCC-502C should only be completed by corporations, limited partnerships, and
similar entities.

File CCC-502C with COC no later than the date specified ir paragraph 50

COC shall require adequate supporting data to make proper "actively engaged in
farming" and "person” determinations according td paragraph 52|

If any member of thisentity is another entity or ajoint operation, that entity or
joint operation will be required to provide CCC-502B, CCC-502C, or CCC-502D
depending on the type of entity that is a member.

The entity completing CCC-502C will be required to submit CCC-501A for itself
and every entity that isamember of itself according to paragraph 201.] Each
individual that has direct or indirect interest in the entity filing CCC-502C and
wants to receive payment through that entity shall file CCC-501B with COC.

Continued on the next page
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Par. 316
*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for
Corporations, Limited Partnershipsor Other Similar Entities (Continued)

E
Completing Have the producer complete CCC-502C according to this table.
CCC-502C

ltem
Number I nstruction

1 Enter county name.

Enter program year.

Enter State.--*

Enter the entity’s name and current mailing or street address.

Enter the entity’s employer ID number.

(o2 2 142 B IF - KV | \V]

Check the applicable box for the type of entity for which thisform is being completed. If the producer’s
entity is not a corporation or limited partnership, check "other" and list what type of entity it is.

~

Enter the date this entity was formed.

8 For each member of this entity, provide the requested information. If a member has both a Social Security
number and an employer ID number, provide both numbers. List any position that the individual member
holdsin the entity in the "Position" column and any salary or bonus that the individual member receivesin
the "Salary/Bonus" column. If any member of the entity is related to any other member of the entity,
explain the relationship in the "family member relationship" column. Indicate if the member has signature
authority for the entity.

9 If any member of the entity is an alien lawfully admitted into the U.S., this member must show the County
Office his or her Alien Registration Receipt Card. Such member must display this card to be considered
an alien lawfully admitted into the U.S. for the purposes of this program.

Any member of this entity who is not an alien lawfully admitted into the U.S., or aU.S. citizen, isrequired
to provide a significant contribution of active personal labor, land, and capital to the farming operation, in
addition to other requirements, to be eligible for certain program benefits.

List any members of this entity that are not U.S. citizens or aliens lawfully admitted into the U.S., in
*--item 9 A.

If any members of this entity are entities with aliens as members, those individual members of the member
entities must meet the same requirements as aliens that are members of thisentity. Complete the
requested information in items 9 B and 9 C regarding such members that are entities--*

Continued on the next page
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Par. 316
*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for
Corporations, Limited Partnershipsor Other Similar Entities (Continued)

E
Completing
CCC-502C
(Continued)
[tem
Number I nstruction--*

10 If any member of this entity will be under 18 years of age as of the applicable status date of this program
year, enter the requested information. Be sure to enter information for both of such member’s parents or
guardians and if they have both types of ID numbers, enter both.

If either of such member’s parents or guardians have ANY interest in afarming operation, enter
information about such member’s parents or guardians farming operation on line number (1), (2), or
(3) corresponding to the line number of the parents name.

11 If any member of this entity, the spouse of any member of this entity, or any of the minor children of any
member of this entity has any other farming interests, (including interests in corporations, partnerships,
trusts, estates, or other similar entities that have afarming operation) check the applicable box and
complete the applicable sections of thisform. If no member of this entity, no member’s spouse, nor any
minor children of a member of this entity have any other farming interests, check "No" and go to
*--item 15.--*

12 For each additional farming interest amember of this entity has, enter the requested information.

13 For each additional farming interest a spouse of a member of this entity has, enter the requested
information.

If the farming interests of a member’ s spouse was brought into the marriage as a separate operationand
has been kept totally separate from all of the member’s farming operations, check "Yes' in the applicable
box, otherwise check "No" in the applicable box. To be considered "totally separate,” all aspects of the
member’ s farming operation, including financing and records, must be kept distinct from the spouse’s
farming operation.

14 For each additional farming interest aminor child of amember of this entity has, enter the requested
information.

Continued on the next page
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Par. 316
*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for
Corporations, Limited Partnershipsor Other Similar Entities (Continued)

E
Completing
CCC-502C
(Continued)

ltem
Number Instruction

15 Enter the requested information for al land which is part of the entity’'s farming operation. If al land that
is part of the entity’s farming operation is owned by the entity and "No" was checked initem 11, go to
item 18 after completing this item.--*

In the case of cash leased land, only enter the rental rate per acre if such land is being leased to or from
someone who shares in the production or proceeds of the production in the entity’s farming operation. If
this land is cash leased from someone who does not share in the production or proceeds of the production
of the farming operation, enter "Cash." If land isleased for a share of the crop, enter the percentage of the
crop that the landlord receives. If different rates apply on the same parcel, provide the breakdown of rates.

If additional space is needed for thisitem, complete CCC-502 Continuation and attach to CCC-502A.

16 Enter the percent of the total capital requirements of the entity’s farming operation that the entity
*--provides. If the entity does not provide any capital, enter "0%" and go to item 17.--*

17 Enter the requested information for all equipment used in the farming operation. Check the "Owned" box
only if the equipment is owned by the entity. For each line, enter the percentage represented by such line
of the total equipment used in the farming operation. Calculate applicable percentages by rental value of
such equipment. Leased equipment includes equipment provided by a custom farmer. It will be necessary
to provide a copy of the equipment lease to the County Office if it being leased from an individual or
entity that shares in the production or proceeds of the production.

18 If any of the entity’s contributions of capital, equipment, or land were acquired as the result of aloan,
*--check the applicable box and provide the requested information in item 18 B.--*

The entity will be required to provide the detail information if the loan was made or guaranteed by an
individual or entity with an interest in the entity’s farming operation. If that isthe case, identify which
contribution the loan relates to, the individual or entity who made or guaranteed the loan, and what type of
interest the individual or entity hasin the entity’s farming operation.

19 Enter the entity’s best estimate of the percentage and/or hours of the total amount of Iabor required for the
entity’s farming operation that will be provided personally by members of the entity, provided by hired
personnel or entities, and provided by other sources such as unpaid family and friends. Hired labor
includes labor provided by custom farmer. It isimportant that the entity provide the names of the
members who are providing the active personal labor.

Continued on the next page
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Par. 316
*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for
Corporations, Limited Partnershipsor Other Similar Entities (Continued)

E
Completing
CCC-502C
(Continued)
[tem
Number Instruction--*

20 Enter the entity’s best estimate of the percentage of the total amount of management required for the
entity’s farming operation that will be provided personally by members of the entity, and that will be
provided by hired personnel or entities.

For any management, that a member of the entity provides personally, provide a narrative of the type of
management duties such member of the entity performs. COC is required to make a determination of
whether or not the management the members of the entity provideis critical to the profitability of the
entity’s farming operation and this determination may determine whether the entity is eligible for program
payments.

21 Check the applicable box if the entity believes, based on the information submitted, that the entity is
"actively engaged in farming" and a "person” separate and distinct from any other individual or entity for
payment limitation purposes.

Check the applicable box and provide the names of the applicable individuals or entities if the entity
believes, based on the information submitted, that the entity should be combined as 1 "person™ with
another individual or entity for payment limitation purposes.

22 *--Signature and date.--*

Continued on the next page
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Par. 316

*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for
Corporations, Limited Partnershipsor Other Similar Entities (Continued)

F
Example of The following is an example of a completed CCC-502C.

CCC-502C

Form Approved - OMB No. 0560-0096
1. COUNTY 2. PROGRAM YEAR

CCC-502C U.S. DEPARTMENT OF AGRICULTURE
(12-14-99) Commodity Credit Corporation Warren

FARM OPERATING PLAN FOR PAYMENT ELIGIBILITY REVIEW FOR 3. STATE
CORPORATIONS, LIMITED PARTNERSHIPS OR OTHER SIMILAR ENTITIES A

2000

NOTE: The following statements are made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork Reduction Act of 1995, as amended. The Agriculture Act
of 1949, as amended, and the Food Security Act of 1985, as amended, authorize the collection of the data on this form which will be used in applying statutory payment
eligibility and limitation provisions. Fumishing this data is voluntary; however, without it we may be unable to establish your maximum eligibility for program payments.
This data may be furnished to any agency responsible for enforcing these provisions.

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it
displays a valid OMB control number. The valid OMB control number for this information collection is 0560-0096. The time required to complete this information collection
is estimated to range from 30 minutes to 16 hours per response, including the time for reviewing instructions, searching existing data sources, gathering and maintaining
the data needed, and and iewing the ion of ir i

RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

5. Employer Identification No.|6. Type of Entity (Check One)

4. Producer’s Name and Address

23-1422786

Date Entity Formed

9-30-XX

Boone Farms, Inc.
172 Frostburg Ave
Indianola, IA 50125

Members - List all members having an interest in the entity.

8.

Social Security/ Family Member Signature Authority
Member's Name Employer ID Number(s) % Share Salary/Bonus Relationship Position for the Entity
Daniel Boone 189-44-7764 30 - Zarent of B.J. President Yes
R.J. Boone 189-76-9781 30 - Son of Daniel V. Pres. Yes
B.J. Sampson 197-20-4799 40 - - Treasurer No

9. Citizenship
A. Are ALL members U.S. citizens or aliens lawfully
admitted into the U.S.?

Yes. If an alien lawfully admitted into the U.S.,
show the County Office an Alien
Registration Receipt Card and go to ltem 10.

I:l No. List ALL aliens not lawfully admitted into the
U.S. and complete ltem 9B

C. Are ALL members of the entity(ies) U.S. citizens or aliens lawfully
admitted into the U.S.?
Yes. If an alien lawfully admitted into the U.S., show the
County Office an Alien Registration Receipt Card and go
to ltem 10.

B. Are any members an entity?

I:’Yes. Complete Item 9C.

No. Gotoltem 10

I:l No. List ALL members of the entity who are aliens not lawfully
admitted into the U.S. and go to ltem 10

10. Producers Who Are Minors

Are you under 18 years of age? I:I YES (provide the following information) NO (Go to ltem 11)

Parents’ or Guardians’ Name and Social Security/
Member's Name and Date of Birth Employer ID Number(s)

Parents’ or Guardians’ Address

(1)

(2)

If any member’s parents or guardians have any interest in a farming operation, complete the following for each member’s parent or guardian.

Social Security/Employer ID Number(s)

Name of Farming Interest(s) of Farming Interest County(ies) and State(s) Where Located

(1)
(2)
11. Farming Interests
Do any members, including spouses and minor children have any interest in a farming operation which is conducted under any name other than as listed in ltem 4?

Yes, one or more members have other farming interests. (Complete ltem 12)
Yes, one or more member’s spouses have other farming interests. (Complete ltem 13)

Yes, one or more member’s minor children have other farming interests. (Complete ltem 14)

% |No, no member including spouses and minor children has any other farming interests. (Complete ltem 15)

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political beliefs, sexual
orientation, and marital or family status. (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternative means for communication of program information (Braille, large print,
audiotape, etc.) should contact USDA’s TARGET Center at (202) 720-2600 (voice and TDD). To file & complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building,
1400 Independence Avenue, SW, Washington, D.C. 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer.

Continued on the next page
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*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for

Corporations, Limited Partnershipsor Other Similar Entities (Continued)

F

Example of
CCC-502C

(Continued)

12-8-99

CCC-502C (Page 2 of 4) (12-14-99)

12. Other Farming Interests

Enter the following information for ALL interests each member has in a farming operation. Go to Iltem 15 if any member’s spouse or minor children have no other farming interest(s).

Social Security/Employer ID

County(ies) and State(s) Where
Member's Name Number(s) of Farming Interest

Name of Farming Interest(s) Farming Interest(s) are Located

13. Other Farming Interests of Member’s Spouse

Enter the following information for AL interests each member's spouse has in a farming operation. Go to ltem 15 if any member's minor children have no other farming interest(s).

Was Farm Acquired

Before Marriage and

Name and Social ; D Kept Totally Separate?
Number of Farming Interest(s) Yes No

c and State(s) Where
Spouse’s Name

Farming Interest(s) are Located

14. Other Farming Interests of Member’s Minor Children

Enter the following information for ALL interests each member's minor children have in a farming operation, and go to ltem 15.

Social Security/Employer ID County(ies) and State(s) Where

Child's Name Number(s) of Farming Interest Farming Interest(s) are Located

Name of Farming Interest(s)

15. Land

Enter the following information for AL land this entity owns and/or leases. If ALL land in this farming operation is owned and operated by the entity, enter the farm number, County
and State, check “Owned,” and enter the cropland acres.

Enter ‘" Rental Rate | ENter "¢ if the
County(ies) and State(s) Where Name of Person Whom Land is Leased to Cropland land interest is
Farm No. . $ per Acre/
Farm(s) is Located wned | Leased | Leased and/or From Acres e o | the same as
ne To From o Crop last year.
215 Warren 4 Lyle Williamson 630 Cash 4
362 Warren 4 Douglas Lawson 420 Cash ("4
16. Capital

If the entity does not provide any capital for this farming operation, enter 0% and go to ltem 17,

What percent of the capital required for this farming operation does the entity provide? 100

17. Equipment

A Owned Equipment: If ALL equipment used in this farming operation is owned by the entity, check “Owned” and go to ltem 18.
B. Leased Equipment: Enter the following information for ALL leased equipment used in this farming operation.
Enter ‘v Percent of Total Does the Person Whom Equipment is
‘Owned” and “Leased Name of Person Whom Equipment is Leased To and/or From Leased To or From Have an Interest in
Owmed | Leased [ Leased " and : ° "
To From From” Equipment this Farming Operation
v YES NO
100 %| Browns Equipment, Inc. X
%
%

Continued on the next page
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Par. 316
*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for
Corporations, Limited Partnershipsor Other Similar Entities (Continued)

F

Example of
CCC-502C
(Conti nued) CCC-502C (Page 3 of 4) (12-14-99)

18. Capital, Equipment, or Land

A.  Was any of this entity’s B.  Was such loan acquired from or cosigned by an individual or entity who has ANY interest in this farming operation? (Such interest
contribution(s) of capital, equipment, may be as a landowner or another tenant.)
or land acquired as a result of a
loan? I:I Yes, enter the following information: I:I No, go to Item 19.
Individual’s or Entity’s Interest
I:’Yes’ goto tem 185. Contribution Name of Individual or Entity in the Farming Operation

No, go to ltem 19.

19. Labor

A.  Active Personal Labor: If no labor is provided by the members, go to Item 19B. |B. Hired Labor: Enter the estimated percent or percent of labor required for this farming
operation which is hired and the member’s name that contributes the hired labor. If no

List each member who provides active personal labor. labor is hired, go to Item 20.
. Name of Member Hours or Percent
Name(s):
Daniel Boone Daniel Boone 15%
R. J. Boone R. J. Boone 15%
B. J. Sampson

C.  Type and estimated percent or hours of other labar.

Type Percent Hours
What estimated TOTAL percent or hours of active personal labor is %
provided by the member(s)?

70 % hours

20. Management

A.  Active Personal If the member(s) do not provide active personal management to the farming operation, go to ltem 20B.

Enter the estimated TOTAL percent of the farming operation’s management responsibility which is active personal management
provided by the members. None %

List each member who provides active personal management.

Name(s) Type of managerial duties performed

Daniel Boone Determines which crops to plant and management of land.
R. J. Boone Managing hired labor, marketing commodities.

B. J. Sampson Financial analysis.

B.  Hired Management. If no management is hired, go to ltem 21.

Enter the esti percent of hired None %

21. Person Status for Payment Limitation Purposes

The information entered on this and any i ion supports a finding that

This entity is a “person” actively engaged in farming separate and distinct from any other individual or entity.

This entity is a “person” actively engaged in farming that is combined with another individual or entity.
List the individual(s) or entity(ies) with whom this entity should be combined.

REMARKS

22. CERTIFICATION

I certify that all the information entered on this nt and any suppe n is true and correct. I understand fis
forfeiture of payments and the assessment of a penalty. Iwill timely provide written notification to the Farm Service Agency committees for the county and State listed on this
form of any changes in this farming operation.

SIGNATURE [rmLe [paTE

s/ Daniel Boone President, Boone Farms, Inc. 04-01-XX

g incorrect i ation will result in

317 (Withdrawn--Amend. 4)

318-330 (Reserved)
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Par. 331
Section 5 Estates

331 Overview

A

Introduction This section describes determinations and procedures that relate to estates.

B

In This Section The following paragraphs are included in this section.

Par agraph Title Page

332 "Person” Determinations 4-152
333 "Actively Engaged" Determinations 4-154
334 Case Examples 4-156
335 Completing CCC-502D 4-159
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Par. 332
332  "Person" Determinations - Estates

A
Rule *--[7 CFR 1400.104] An estate may be considered a separate "person” from--*
the heir or heirs, if the estate:
e hasaseparate and distinct interest in the land or crop involved
» exercises separate responsibility for thisinterest
« maintains funds or accounts separate from that of any other individual or
entity for thisinterest
**--meets the requirements of subparagraph B.--*
B
Guidelinesfor Use this table to determine whether an estate is a "person” separate from the heir
Determining or heirs.
Separate
THEN the estate
*--|F the heirs of the estate would...--* isconsidered...
* * * have been 1 “person” with the deceased 1 “person” with such
individual if the individual was still living heir.
* * * not have been 1 “person” with the deceased a separate “person”
individual if the individual was still living from the heir or heirs.

Continued on the next page
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Par. 332
332 "Person" Determinations - Estates (Continued)

C
Minor Heirs If the estate has 1 or more minor heirs and the minor does not qualify as a separate
"person” according to paragraph 254, the minor child sinterest is considered to be
the parent’ s interest.
*--Example: Situation: Genera Partnership A consists of Individual B and
Estate C, each with a 50 percent share.
Estate C consists of Individual D and Individual
E, each with a 50 percent share. Individual E is
the minor child of Individual B.
Result: Individual E’sinterest in the estate would be
considered to be the interest of Individua B.
Accordingly, Individual B would be required to
designate Individual E’ sinterest in the estate as
a"permitted entity” in order for the interest to
be paid.--*
D
Programs Not If aprogram requires a determination of "persons’ but not a determination of
Requiring "actively engaged in farming,” the following is also required to be eligible for
Determination of ~ payments or benefits:
" Actively
Engaged" » the claimed share of the profits or losses of the farming operation must be

commensurate with the contributions to the farming operation

e contributions at risk.
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Par. 333

333 "Actively Engaged” Deter minations - Estates

A
General Rule

B

Rulefor Estates
of More Than
2Years

2-18-97

For 2 program years after the program year in which an individual dies, the
individual’s estate shall be considered to be "actively engaged in farming"” if al of
the requirements in this table are met.

ltem Requirement

1 The estate separately makes a significant contribution of capital,
equipment, or land, or a combination thereof.

2 The personal representative (Executor, Administrator, etc.) or heirs
of the estate collectively make a significant contribution of active
personal labor or active personal management, or combination
thereof, to the farming operation.

3 The estate’ s share of the profits or losses from the farming operation
are commensurate with the contribution to the farming operation.

4 The estate’ s contributions are at risk.

Note: Sege paragraph 275 for incapacitated individual rule.

Following the period of 2 program years after the program year in which an
individual dies, the deceased individual’s estate shall not be considered to be
"actively engaged in farming” unless, on a case-by-case basis, COC determines
that the estate is still active and is being kept active for reasons other than for
obtaining program payments.

*--Note: COC determination shall be made annually based on information
provided by an authorized representative of the estate.--*

Continued on the next page
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Par. 333

*--333 " Actively Engaged" Deter minations - Estates (Continued)--*

C
Determinations
for Estates of
MoreThan 2
Years

D

DD Review of
Estatesof More
Than 2 Years

5-8-92

For estates of duration greater than 2 program years after the program year in
which an individual dies, COC must determine that:

o theestate has proven that it is still active for the current year, and the
Administrator, Executor, etc., is still making required reports to the court

» theestateisbeing kept active for the current year for reasons other than for
obtaining program payments.

Note: The producer should provide any other information that establishes abasis
for the required determination.

For estates of duration greater than 2 program years after an individual dies, DD
must:

» review findings of COC
« concur with the determination for the estate to be recognized.
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Par. 334

*--334 Case Examples - Estates--*

A
Example 1

5-8-92

Situation: E Estate is formed upon the death of Individual E in February 1991.
Individual B isthe sole heir of the estate and provides a significant amount of
active personal management. E Estate provides equipment and rented land. All
labor ishired. Individual B also hasindividual farming interest. All contributions
are commensurate and are at risk.

Determination: E Estate is considered to be "actively engaged in farming"
since the heir (Individual B) has provided a significant amount of active personal
management and the estate has provided equipment and land.

« Although Individual B isthe sole heir of the estate, Individual B and the estate
are not considered to be 1 "person™ because, prior to the death, Individuals E
and B would not have been combined as 1 "person.”

» Therefore, Individual B may be considered to be a separate "person” from E
Estate and will be eligible for payment if Individual B is determined to be
"actively engaged in farming” with respect to the separate farming operation.

Continued on the next page
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Par. 334
*--334 Case Examples - Estates (Continued)--*

B

Example 2 Situation: C Estate was formed in October 1991 upon the death of Individual C.
The heirsare Individuals E, F, and G, each having a
one-third interest.

» Before the death of Individual C, Individual C owned equipment and all of the
acreage farmed was cash leased. Individua E will serve as executor for the
estate.

« For 1992, C Estate will cash leaseland. C Estate will contribute a significant
amount of cash rented land, owned equipment, and capital for the farming
operation.

« Individua E will provide a significant amount of active personal management
with the estate hiring all labor.

e All contributions are commensurate and are at risk.
Determination: C Estateis considered to be "actively engaged in farming.”

The heirs may also be considered to be separate "persons’ with respect to other
farming operations if all conditions are met for such operation.

Continued on the next page
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Par. 334

*--334 Case Examples - Estates (Continued)--*

C
Example 3

5-8-92

Situation: Y Estateisformed in August 1990 upon the death of Individual Y.

» Beforedeath, Individual Y had been determined to be "actively engaged in
farming" and had entered into a contract to participate in the 1990 ARP.

» Y Estate will continue to farm the acreage that was leased to Individual Y, asa
successor-in-interest. 'Y Estate will hire any labor and management that is
needed for the farming operation.

Determination: Y Estateis considered to be "actively engaged in farming”
because Individual Y was determined to be "actively engaged in farming” and had
executed a contract to participate in the program before death. However, to
continue to be "actively engaged in farming” for the following year, the heirs or
personal representative of the estate will have to provide a significant amount of
active personal labor or active personal management, and the estate will have to
provide a significant amount of capital, equipment, or land.
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Par. 335

*1-335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate

or Trust--*

A
I ntroduction

B

Who Should
Complete
CCC-502D

C
When to File

D
Supporting Data

E
Related Forms

12-8-99

The following forms are required for both estates and trusts:

o CCC-501A (sge paragraph 201)
« CCC-502D.

CCC-502D should only be completed by estates and trusts.

File CCC-502D with COC no later than the date specified i paragraph 50|

COC shall require adequate supporting data to make proper "actively engaged in
farming" and "person" determinations according tq paragraph 52|

If any member of this entity is another entity or ajoint operation, that entity or
joint operation will be required to provide CCC-502B, CCC-502C, or CCC-502D
depending on the type of entity that is a member.

The entity completing CCC-502D will be required to submit CCC-501A for itself
and every entity that isamember of itself. Eachindividual who has direct or
indirect interest in the entity filing CCC-502D and wants to receive payment
through that entity shall file CCC-501B with COC.

Continued on the next page
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Par. 335
*--335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate
or Trust (Continued)

F
Completing Have the producer complete CCC-502D according to thistable.
CCC-502D

ltem
Number Instruction

Enter county name.

Enter program year.

Enter State.--*

Enter the entity’s name and current mailing or street address.

Enter the entity’s employer ID number.

Check the applicable box for the type of entity for which this form is being completed.

Enter the date this entity was formed.

0 [N o ([0 | W N P

For each member of this entity, provide the requested information. 1f amember has both a Socia Security
number and an employer ID number, provide both numbers. List any position that the individual member
holds in the entity in the "Position” column and any salary or bonus that the individual member receivesin
the "Salary/Bonus' column. If any member of the entity is related to any other member of the entity,
explain the relationship in the "family member’s relationship” column. Be sureto include the name of the
grantor if thisentity is arevocable trust and the name of the executor if the entity is an estate, even if these
individuals or entities have no interest in the entity. Indicate if the member has signature authority for the
entity.

9 If any member of the entity is an aien lawfully admitted into the U.S., this member must show the County
Office his or her Alien Registration Receipt Card. Such member must display this card to be considered
an alien lawfully admitted into the U.S. for the purposes of this program.

Any member of this entity who is not an alien lawfully admitted into the U.S,, or aU.S. citizen, isrequired
to provide a significant contribution of active personal labor, land, and capital to the farming operation, in
addition to other requirements, to be eligible for certain program benefits.

List any members of this entity that are not U.S. citizens or aliens lawfully admitted into the U.S,, in
*—-item9A.

If any members of this entity are entities with aliens as members, those individual members of the member
entities must meet the same requirements as aliens that are members of this entity. Complete the requested
information in items 9 B and 9 C regarding such members that are entities.--*

Continued on the next page
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Par. 335

*--335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate
or Trust (Continued)

F
Completing
CCC-502D
(Continued)

ltem
Number

I nstruction--*

10

If any member of this entity will be under 18 years of age as of the applicable status date of this program
year, enter the requested information. Be sure to enter information for both of such member’ s parents or
guardians and if they have both types of ID numbers, enter both.

If either of such member’s parents or guardians have ANY interest in afarming operation, enter
information with regard to such member’ s parents or guardians farming operation on line number (1), (2),
or (3) corresponding to the line number of the parents name.

11

If any member of this entity, the spouse of any member of this entity, or any of the minor children of any
member of this entity has any other farming interests (including interests in corporations, partnerships,
trusts, estates, or other similar entities that have a farming operation), check the applicable box and
complete the applicable sections of thisform. If no member of this entity, no member’s spouse, nor any
minor children of amember of this entity have any other farming interests, check "No" and go to
*--item 15.--*

12

For each additional farming interest amember of this entity has, enter the requested information.

13

For each additional farming interest a spouse of amember of this entity has, enter the requested
information.

If the farming interests of a member’ s spouse was brought into the marriage as a separate operationand
has been kept totally separate from all of the member’ s farming operations, check "Yes' in the applicable
box, otherwise check "No" in the applicable box. To be considered "totally separate,” all aspects of the
member’ s farming operation, including financing and records, must be kept distinct from the spouse’s
farming operation.

14

For each additional farming interest a minor child of a member of this entity has, enter the requested
information.

15

Enter the requested information for all land that is part of the entity’s farming operation. If al land that
*—-is part of the entity’ s farming operation is owned by the entity and "No" was checked in item 11, go to
item 18 after completing this item.--*

In the case of cash leased land, only enter the rental rate per acre if such land is being leased to or from
someone who shares in the production or proceeds of the production in the entity’ s farming operation. |If
thisland is cash leased from someone who does not share in the production or proceeds of the production
of the farming operation, enter "Cash." If land is leased for a share of the crop, enter the percentage of the
crop that the landlord receives. If different rates apply on the same parcel, provide the breakdown of rates.

If additional spaceis needed for thisitem, complete CCC-502 Continuation and attach to CCC-502D.

Continued on the next page
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Par. 335
*--335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate
or Trust (Continued)

F
Completing
CCC-502D
(Continued)

ltem
Number I nstruction

16 Enter the percent of the total capital requirements of the entity’s farming operation that the entity provides.
If the entity does not provide any capital, enter "0%" and go to item 17.--*

17 Enter the requested information for all equipment used in the farming operation. Check the "Owned" box
only if the equipment is owned by the entity. For each line, enter the percentage represented by such line
of the total equipment used in the farming operation. Calculate applicable percentages by rental value of
such equipment. Leased equipment includes equipment provided by a custom farmer. It will be necessary
to provide a copy of the equipment lease to the County Office if it being leased from an individual or
entity that shares in the production or proceeds of the production.

18 If any of the entity’s contributions of capital, equipment, or land were acquired as the result of aloan,
*--check the applicable box and provide the requested information in item 18 B --*

The entity will be required to provide the detail information if the loan was made by or guaranteed by an
individua or entity with an interest in the entity’ s farming operation. If that isthe case, identify which
contribution the loan relates to, the individual or entity who made or guaranteed the loan, and what type of
interest the individual or entity hasin the entity’ s farming operation.

19 Enter the entity’ s best estimate of the percentage and/or hours of the total amount of labor required for the
entity’ s farming operation that will be provided personally by members of the entity, provided by hired
personnel or entities, and provided by other sources such as unpaid family and friends. Hired labor
includes labor provided by a custom farmer. It isimportant that the entity provide the names of the
members who are providing the active personal labor.

20 Enter the entity’ s best estimate of the percentage of the total amount of management required for the
entity’ s farming operation that will be provided personally by members of the entity, and that will be
provided by hired personnel or entities.

For any management that a member of the entity provides personally, provide a narrative of the type of
management duties such member of the entity performs. COC isrequired to make a determination of
whether or not the management the members of the entity provideis critical to the profitability of the
entity’ s farming operation and this determination may determine whether the entity is eligible for program
payments.

21 Check the applicable box if the entity believes, based on the information submitted, that the entity is
"actively engaged in farming” and a"person” separate and distinct from any other individual or entity for
payment limitation purposes.

Check the applicable box and provide the names of the applicable individuals or entities if the entity
believes, based on the information submitted, that the entity should be combined as 1 "person” with
another individual or entity for payment limitation purposes.

22 *--Signature and date.--*

Continued on the next page
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Par. 335
*--335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate

or Trust (Continued)

G
Example of
CCC-502D

The following is an example of acompleted CCC-502D.

Form Approved - OMB No. 0560-0096

CCC-502D U.S. DEPARTMENT OF AGRICULTURE 1. COUNTY 2. PROGRAM YEAR
(12-14-99) Commodity Credit Corporation Rockingham
FARM OPERATING PLAN FOR PAYMENT ELIGIBILITY 3. STATE 2000

REVIEW FOR AN ESTATE OR TRUST A

4.

Kat
Rte

NOTE:

Harrisonburg,

The following statements are made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork Reduction Act of 1995, as amended. The Agriculture Act
of 1949, as amended, and the Food Security Act of 1985, as amended, authorize the collection of the data on this form which will be used in applying statutory payment
eligibility and limitation provisions. Furnishing this data is voluntary; however, without it we may be unable to establish your maximum eligibility for program payments.

This data may be to any agency r for ing these

According to the Paperwork Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it
displays a valid OMB control number. The valid OMB control number for this information collection is 0560-0096. The time required to complete this information collection
Is estimated fto range from 30 minutes to 16 hours per response, including the time for reviewing instructions, searching existing data sources, gathering and maintaining

" o o of i "

the data needed, and

and the RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

Producer’s Name and Address 5. Employer Identification No.

hy Wolfe Trust 42-7640205

10 Box 28

VA 22081

Social Security/ Family Member Signature Authority for

Heir's or Beneficiary's Name Employer ID Number(s) % Share Salary/Bonus Relationship Position the Entity
Rick Wolfe 2 1174 a0 - Spouse of Benefi No
Tillie Saylor 20 - Sister of Beneficia No
Executor’s or Grantor's Name
Kathy Wolfe 1o
9 e p
A Are ALL heirs or beneficiaries U.S. citizens or aliens B. Are any heirs or beneficiariesan  |C. Are ALL members of the entity(ies) U.S. citizens or aliens lawfully

Is any heir or beneficiary under 18 years of age?

admitted into the U.S.?

[ ]
[ ]

entity?

I:l Yes. Complete ltem 9C.

No. Go to ltem 10

lawfully admitted into the U.S.?

es. If an alien lawfully admitted into the U.S.,
show the County Office an Alien Registration
Receipt Card and go to ltem 10.

Yes. If an alien lawfully admitted into the U.S., show the
County Office an Alien Registration Receipt Card and
go to Item 10.

No. List ALL members of the entity who are aliens not

List ALL aliens not lawfully admitted into the
lawfully admitted into the U.S. and go to ltem 10.

U.S. and complete ltem 9B.

l:l YES (provide the following information) O (Go to Item 11)

Parents’ or Guardians’ Name and

Social Security/Employer ID Number(s) Parents’ or Guardians’ Address

Heir's or Beneficiary's Name and Date of Birth

(1)

(2)

If any heir’s or beneficiary’s parents or guardians have any interest in a farming operation, complete the following for each heir's or beneficiary’s parent or guardian.

Social Security/Employer ID Number(s)

of Farming Interest County(ies) and State(s) Where Located

Name of Farming Interest(s)

0}

2
1

Do any heirs or beneficiaries, including spouses and minor children have any interest in a farming operation which is conducted under any name other than as listed in ltem 47

Farming Interests

Yes, one or more heirs or beneficiaries have other farming interests. (Complete ltem 12)
- Yes, one or more heir's or beneficiary’s spouses have other farming interests. (Complete ltem 13)

- Yes, one or more heir's or beneficiary’s minor children have other farming interests. (Complete ltem 14)

No, no heir or beneficiary including spouses and minor children has any other farming interests. (Complete ltem 15)

The

U.S. Department of Agriculture (USDA) prohibits discrimination in ailits programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political beliefs, sexual

orientation, and marital or family status. (Not all prohibited bases apply to ail programs.) Persons with disabilities who require alternative means for communication of program information (Braille, large print,
audiotape, efc.) should contact USDA’s TARGET Center at (202) 720-2600 (voice and TDD). To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building,
1400 independence Avenue, SW, Washington, D.C. 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and empioyer.

12-8-99

1-PL (Rev. 1) Amend. 39

Continued on the next page

Page 4-163



Par. 335
*--335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate
or Trust (Continued)

G
Example of
CCC-502D CCC-502D (Page 2 of 4) (12-14-99)

12. Other Farming Interests

C Ont | nu ed Enter the following information for ALL interests each heir or beneficiary has in a farming operation. Go to ltem 15 if any heir’s or beneficiary’s spouse or minor children have no
other farming interest(s).

Social Security/Employer ID County(ies) and State(s) Where
Name of Heir or Beneficiary Name of Farming Interest(s) Number(s) of Farming Interest Farming Interest(s) are Located
Rick Wolfe Wolfe Pack, Inc. 32-4337921

Rockingham, VA

13. Other Farming Interests of Heir’s or Bene ry’s Spouse

Enter the following information for ALL interests each heir's or beneficiary’s spouse has in a farming operation. Go to Iltem 15 if any heir’s or beneficiary's minor children have no
other farming interest(s).

Was Farm Acquired Before Marriage and
Spouse’'s Name

County(ies) and State(s)
Name and Social Security/Employer ID Kept Totally Separate? Where Farming Interesi(s)
Number of Farming Interes(s) Yes No are Located

14. Other Farming Interests of Member’s Minor Children

Enter the following information for ALL interests each heir's or beneficiary’s minor children have in a farming operation, and go to ltem 15.

Social Security/Employer ID Number(s) of County(ies) and State(s) Where
Child’s Name

Name of Farming Interest(s) arming Interest Farming Interesi(s) are Located

15. Land

Enter the following information for all land this estate or trust owns and/or leases. If ALL land in this farming operation is owned and operated by the estate or trust, enter the farm
number, County and State, check "Owned,” and enter the cropland acres.

Enter v Rental Rate | Enter ‘" if the
County(ies) and State(s) Where Name of Person Whom Land is Leased to Cropland land interest is
Farm No. p $ per Acre/
Farm(s) is Located Owned | Leased | Leased andfor From Acres 9% Grop Share | the same as
e o From o Grop last year.
132 Augusta, VA v 4 Mark Coleman 65 Cash %4
29 Rockingham, VA v g0 v

16. Capital

Ifthe estate or trust does not provide any capital for this farming operation, enter 0% and go to ltem 17.

What percent of the capital required for this farming operation does the estate o trust provide? 100

17. Equipment

%

A Owned Equipment: If ALL equipment used in this farming operation is owned by the entity, check “Owned” and go to ltem 18.
B. Leased Equipment: Enter the following information for ALL leased equipment used in this farming operation.
Enter “v” Percent of Total Does the Person Whom Equipment is
“Owned" and “Leased Name of Person Whom Equipment is Leased To and/or From Leased To or From Have an Interest in
Owned Leased | Leased From” E t this F o tion?
To From rom” Equipment is Farming Operation’
YES NO
Rick Wolfe
v 100 % X
%
%

Continued on the next page

12-8-99 1-PL (Rev. 1) Amend. 39 Page 4-164



Par. 335
*--335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate
or Trust (Continued)

G

Example of
CCC-502D CCC-502D (Page 3 of 4) (12-14-99)
(Contl n ued) . Capital, Equipment, or Land

Was any of this estate’s or trust's

Was such loan acquired from or cosigned by an individual or entity who has ANY interest in this farming operation? (Such interest

contribution(s) of capital, equipment, may be as a landowner or another tenant.)
or land acquired as a result of a
loan? Yes, enter the following information No, go to Item 19.
Yes, go to ltem 18B. Individual's or Entity’s Interest in
Contribution Name of Individual or Entity the Farming Operation

No, go to ltem 19.

19. Labor

A.  Active Personal Labor: If no labor is provided by the heir(s), personal B. Hired Labor: Enter the estimated percent or percent of labor required for this farming
representative(s), or beneficiary(ies) for this farming operation, operation which is hired and the heir’s, personal representative’s, or beneficiary's name
go to Item 19B. that contributes the hired labor. If no labor is hired, go to ltem 20.

List each heir, personal representative, or beneficiary who provides active Name of Heir, Personal Representative, or Beneficiary Hours or Percent

personal labor.

Name(s):
Rick Wolfe

C Type and estimated percent or hours of other labor.

Type Percent Hours

What estimated TOTAL percent or hours of active personal labor is
provided by the heir(s), personal rep i or iary(ies)?

100 % hours

20. Management

A.  Active Personal Management. If the heir(s), personal representative(s), or beneficiary(ies) do not provide active personal management to the farming operation,
go to ltem 20B.

Enter the estimated TOTAL percent of the farming operation’s management responsibility which is active personal management
provided by the heir(s) or beneficiary(ies). 100 %

List each heir, personal representative, or beneficiary who provides active personal management and the type of managerial duties performed.

Name(s) Type of managerial duties performed

B. Hired Management. If no management is hired, go to ltem 21.

Enter the esti percent of hired 100 %

21. Person Status for Payment Limitation Purposes

We believe the information entered on this and any i ion supports a finding that:

This estate or trust is a “person” actively engaged in farming separate and distinct from any other individual or entity.

This estate or trust is a “person” actively engaged in farming that is combined with another individual or entity.
List the individual(s) or entity(ies) with whom this estate or trust should be combined.

22. Certification

[ certify that all the information entered on this and any supporting is true and correct. | understand furnishing incorrect information will result in
orfeiture of and the of a penalty. I will timely provide written nofification fo the Farm Service Agency committees for the county and State listed on this
orm of any changes in this farming operation.

SIGNATURE [T [paTe

s/ Kathy Wolfe Trust by Samuel Fox Trustee 03-04-XX

336-360 (Reserved)

12-8-99 1-PL (Rev. 1) Amend. 39 Page 4-165
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Par. 361
Section 6 Trusts

361 Overview

A

Introduction This section describes determinations and procedures that relate to trusts.

B

In This Section The following paragraphs are included in this section.

Par agraph Title Page

362 Revocable and Irrevocable Trusts 4-202
363 "Person” Determinations 4-203
364 "Actively Engaged in Farming" Determinations | 4-205
365 Case Examples 4-206
366 Required Forms 4-210

8-14-91 1-PL (Rev. 1) Amend. 1 Page 4-201



Par. 362

362 Revocableand Irrevocable Trusts

A
Typesof Trusts

For payment limitation purposes, there are 2 types of trusts.

Type

Characteristics

Revocable
trust

» Can be modified or terminated by the grantor or the assets revert to the grantor
after a specific period of time

e Does not meet the criteriafor an irrevocable trust

Irrevocable
trust

» May not be modified or terminated by the grantor

» The grantor does not have any future, contingent, or remainder interest in the
corpus of the trust

o For trusts established after January 1, 1987, does not provide for the transfer of
the corpus of the trust to the remainder beneficiary in less than 20 years from the
date the trust is established, except in cases where the transfer is contingent upon
the remainder beneficiary achieving at least the age of majority or upon the death
of the grantor or income beneficiary.

Note: All other trusts not meeting these requirements shall be considered revocable
trusts.

B
Scrutiny of
Trusts

8-14-91

All trusts that receive payments shall be carefully scrutinized to ensure that the
trusts are legitimate entities and have not been created solely for the purposes of
evading payment limitation provisions.

County Offices shall:

e require producer to provide acopy of the trust agreement unlessthetrustisa
revocable trust

« determine whether provisions are included in the trust that would require the
trust to be considered arevocable trust for payment limitation purposes.

1-PL (Rev. 1) Amend. 1 Page 4-202



Par. 363

363 " Person" Determinations- Trusts

A
General Rule

B

Revocable Trust
Combined With
Grantor

C

Trusts With
Minor
Beneficiaries

12-8-99

*--[7 CFR 1400.103] For payment limitation purposes, atrust is eligible to be--*
considered a separate "person” from any other individual or entity, if the trust:

e hasaseparate and distinct interest in the land or crop involved
e exercises separate responsibility for thisinterest

« maintains funds or accounts separate from that of any other individual or
entity for thisinterest.

Revocable trusts are combined with the grantor of the trust.

Note: See subparagraph D to determine whether the beneficiary should also be
combined with the grantor and the revocabl e trust.

For trusts with 1 or more minor children as beneficiaries and the minor does not
qualify as a separate "person” according to paragraph 254, the minor child’s
interest is considered to be the parent’s or court-appointed person’ s interest.

Note: If the minor child isthe sole beneficiary or if all the minor children are
under the same parent or court-appointed person’s care, the trust, the
minor, and the parent or court-appointed person are combined as
1 "person.”

Continued on the next page

1-PL (Rev. 1) Amend. 39 Page 4-203



Par. 363

363 " Person" Determinations- Trusts (Continued)

D

Guidelinesfor Use this table to determine whether atrust is a separate "person” from the
Determining beneficiary or beneficiaries.

" Person”

|F thetrust has...

THEN thetrust...

only 1 beneficiary

Iscombined as 1 "person” with the
beneficiary.

e 2 or more beneficiaries that are not combined
as 1 "person”

« farming interests separate and distinct from all
individuals or entities including the
beneficiaries

IS aseparate "person” from the beneficiaries.

Note: See subparagraph C if al beneficiaries
areminors.

1 or more beneficiaries and these beneficiaries have
more than 50 percent interest in thistrust and 1 or
more other trusts

Note: Include interests of beneficiaries combined

Is combined with all other trusts that have
these common beneficiaries holding more than
50 percent interest.

*--Note. Combine only similar trusts, that

as 1 "person.” is, irrevocable trust with another
irrevocable trust.--*
E
Programs Not If aprogram requires a determination of “persons’ but not a determination of
Requiring "actively engaged in farming,” the following is also required to be eligible for

Determination of  payments or benefits:
" Actively

Engaged”  the claimed share of the profits or losses of the farming operation must be
commensurate with the contributions to the farming operation

e contributions at risk.

12-8-99 1-PL (Rev. 1) Amend. 39 Page 4-204



Par. 364
364 " Actively Engaged” Determinations- Trusts

A
Rule *--[7 CFR 1400.205] An irrevocable or revocable trust shall be considered to--*
be "actively engaged in farming” if al of the requirementsin this table are met.

Item Requirement

1 The trust separately makes a significant contribution of capital,
eguipment, or land, or a combination thereof.

2 Income beneficiaries that make contributions of active personal
labor or active personal management, have a combined interest of
at least 50 percent, and collectively make a significant
contribution to the farming operation.

3 Thetrust’s share of the profits or losses from the farming
operation is commensurate with the contribution to the farming
operation.

4 The trust’ s contributions are at risk.

5 The trust has provided atax ID number of the trust unless the

trust is arevocable trust and the grantor is the sole income
beneficiary or al grantors and beneficiaries of the revocable trust
are combined as 1 "person”.

*--Note: A single ID number may not be used to pay both a
trust and an individual in the same year.--*

6 The trust has provided a copy of the trust agreement to COC,
unless the trust is arevocable trust.

2-25-08 1-PL (Rev. 1) Amend. 37 Page 4-205



Par. 365

*--365 Case Examples - Trusts--*

A
Irrevocable
Trust Examplel

B
Irrevocable
Trust Example 2

5-8-92

Situation: EF Trust meets the requirements to be considered an irrevocable trust
for payment limitation purposes. The trust, with Individuals E and F each having
an interest of 50 percent, contributes a significant amount of capital to the farming
operation. Each beneficiary contributes a significant amount of active personal
management. All labor ishired. The land and equipment areleased. Thetrust’s
share of the profits or losses from the farming operation are commensurate with
the trust’ s contributions to the operation and the contributions are at risk.
Individual E also has another farming interest as an individual.

Determination: EF Trust is considered to be "actively engaged in farming”
since the trust provides capital, and the beneficiaries contribute a significant
amount of active personal management. The trust is considered to be 1 "person”
for payment limitation purposes. Individual E may also be considered a separate
"person” with respect to Individual E's individual farming operation.

Situation: Individual G isa 100 percent income beneficiary of G Trust which
meets the requirements to be considered an irrevocable trust for payment
limitation purposes. G Trust contributes a significant amount of both equipment
and capital to the farming operation. Individual G contributes at least 50 percent
of the operation’ s active personal labor. G Trust leases all land and hires all
management and 50 percent of the labor. Individual G aso has farming interests
asanindividual.

Determination: G Trust is considered to be "actively engaged in farming.”
Individual G and G Trust are considered to be 1 "person” for payment limitation
purposes because Individual G is the sole income beneficiary of the trust.

Continued on the next page

1-PL (Rev. 1) Amend. 10 Page 4-206



Par. 365

*--365 Case Examples - Trusts (Continued)--*

C
Irrevocable
Trust
Example 3

D
Irrevocable
Trust Example 4

5-8-92

Situation: Testamentary Trust Z and Trust Y meet the requirementsto be
considered an irrevocable trust for payment limitation purposes. Trust Z has
beneficiaries A, B, and C, and is the owner and operator of afarming operation.
Trust Y hasbeneficiaries A, B, and C. The corpus of the Trust Y consists of
stocks, bonds, notes receivables, urban real estate, and cropland that is share
leased to a separate individual .

Determination: Testamentary Trust Z and Trust Y are considered to be
"actively engaged in farming” under the landowner provision. However,
Testamentary Trust Z and Trust Y are considered to be 1 "person” for payment
limitation purposes because the same 2 or more beneficiaries have more than a 50
percent interest in 2 or more irrevocable trust.

Situation: Theterms of alate husband’ s will made certain specific bequests of
cash and nonfarm property to persons other than hiswidow. The balance of the
estate, including farmland, is distributed to atestamentary trust. The widow has
the sole right to the income of the trust during her lifetime. At the time of her
death, the trust is to be terminated and the property distributed to her heirs.

Determination: Since the widow has the sole right to income of the trust during
her lifetime, sheis considered the sole beneficiary and therefore, 1 "person” with
the trust for payment limitation purposes. The trust would be considered to be
"actively engaged in farming” because of the landowner provision.

Continued on the next page
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Par. 365
*--365 Case Examples - Trusts (Continued)--*

E
Revocable Trusts  Situation: ST Trust isarevocable trust with Individuals Sand T as beneficiaries,
Example 1 each having an interest of 50 percent.

e Individua U isthe grantor.

« ST Trust contributes a significant amount of both capital and equipment to the
farming operation.

» The beneficiaries each contribute a significant amount of active personal
management to the operation.

e« Alllandisleased and al labor is hired.

e Thetrust's share of the profits or losses from the farming operation are
commensurate with its contribution to the operation and the contributions are
at risk.

Determination: ST Trust is considered to be "actively engaged in farming.” ST
Trust and Individual U are considered to be 1 "person™ for payment limitation
purposes because Individual U is the grantor of arevocable trust.

Continued on the next page

5-8-92 1-PL (Rev. 1) Amend. 10 Page 4-208



Par. 365

*--365 Case Examples - Trusts (Continued)--*

H
Revocable Trust
Example 2

5-8-92

Situation: BP Trust is arevocable trust with Individual B and Minor P as
beneficiaries.

Grandfather G is the grantor.

Individual B contributes a significant amount of active personal management
to the farming operation.

Thetrust provides all the capital and land.

The trust also hires a person to provide the labor required for the farming
operation.

Minor P does not provide any contribution to the farming operation.

Determination: BP Trust is considered to be "actively engaged in farming.”
One beneficiary provides the required contribution of active personal management
and the trust provides the required contribution of capital and land. BP Trust and
Grandfather G are considered to be 1 "person” for payment limitation purposes
because Grandfather G isthe grantor of the revocable trust.

1-PL (Rev. 1) Amend. 10 Page 4-209



Par. 366
*--366 Required Forms - Trusts--*

A
Forms Required The following forms are required for trusts:
for Trusts

e CCC-501A ( aragraph 201
e« CCC-501B ( aragraph 218
« CCC-502D ( aragraph 335).

367-390 (Reserved)

5-8-92 1-PL (Rev. 1) Amend. 10 Page 4-210



391 Overview

A
I ntroduction

12-28-95

Par. 391
Part 5 Handling Deter minations

This table outlines the responsibilities of each level in the payment limitation
process.

Level Responsibility

COC | Determinations not made by the State Office
Documenting determinations

Distribution of payments

End-of-year reviews

Redel egation of authority

Appeals

County | Notifying producer of COC determination
Office
Recording COC determination

Posting to Payment Limitation Register
Filing payment limitation documentation

End-of-year reviews

Reports

DD Monitoring COC determinations
Monitoring CO actions

Corrective action

Errors and problems

1-PL (Rev. 1) Amend. 31 Page 5-1



391 Overview (Continued)

Par. 391

A
Introduction
(Continued)
L evel Responsibility
State *--Initial determinations of "persons" and "actively engaged in
Office farming" for joint operations receiving payment with 6 or more
members--*
Documenting determinations
Providing training
Providing assistanceto all levels
End-of-year reviews
Accumulating reports
STC End-of-year reviews
Questioned determinations
B
In ThisPart The following sections are included in this part.
Section Title Page
1 COC Responsibilities 5-3
2 County Office Responsibilities 5-25
3 Reserved
4 DD Responsihilities 5-165
5 STC Responsibilities 5-185
6 Washington Responsibilities 5-211
4-18-96 1-PL (Rev. 1) Amend. 32 Page 5-2



Par. 392
Section 1 COC Responsibilities

392  Overview

A
Introduction This section:
» providesinstructionsto COC’s on how to handle their portion of the
determination process
« informs COC'’s of the time limit for making initial determinations and what to
do if the applicant has not provided enough information for afavorable
finding.
B
In This Section The following paragraphs are included in this section.
Par agraph Title Page
393 COC Determinations 5-4
394 Completing CCC-503A 5-6
395 COC Reqguirementsto Make a Timely 5-7
Determination
396 Redel egating Authority 5-9
397 Meritorious Relief 5-10

8-14-91 1-PL (Rev. 1) Amend. 1 Page 5-3



Par. 393
393 COC Determinations

A
Introduction COC shall make theinitial review and determinations of "actively engaged in
farming" and "person.”

B
*--Determination  Thistable provides requirement deadlines for COC to make "person” and
Deadlines "actively engaged in farming" determinations and producer notification.

IF CCC-502 isfiled for programs... THEN make...

not requiring "actively engaged in » "person" determination and notify producer within
farming" determination 60 calendar days of the date the applicable
CCC-502 wasfiled

« "actively engaged in farming" determination within
60 calendar days of the later of the following:

« thedate an application or contract to participate
for programs subject to "actively engaged in
farming" determination isfiled

» thedate anew or updated CCC-502 isfiled, if
applicable.

Note: If no changes or violations have occurred, a
producer is not required to file anew or
updated CCC-502 in the same program year.

requiring "actively engaged in farming" "person” and "actively engaged in farming”
determination determinations and notify producer within 60 calendar
days of the date the applicable CCC-502 isfiled.

*

Continued on the next page
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Par. 393

393 COC Determinations (Continued)

C
I nsufficient
Information

D

Combined
Individuals or
Entities

E
Distribution of
Payments

F
Appeal of
Determination

1-23-92

If the file does not contain adequate information for COC to make the
determinations, COC shall request additional information. This does not extend
COC's 60 calendar day time limit to make the initial determinations.

Note: If the file does not contain sufficient information for afavorable
determination, COC shall make the determination, based on thefile asit
exists, to avoid a"default determination.”

When 2 or more individuals or entities are determined to be 1 "person” for
payment limitations purposes, the determination applies to all programs for which
limitations are applicable.

For combined individuals and or entities, if the parties involved cannot agree on
how to distribute the program payments, COC shall determine the distribution.

COC shall hear appeals by applicants of the initial COC determinations of
"actively engaged in farming” and "person."”

1-PL (Rev. 1) Amend. 5 Page 5-5



Par. 394

394  Completing CCC-503A

A
I ntroduction

B
Documenting
Deter minations

C
Narrative of
Deter mination

8-18-91

COC shall use CCC-503A to document the initial determinations of "actively
engaged in farming" and "person”.

Record the factors that COC used to make the "actively engaged in farming” and
"person” determinations on CCC-503A. Significant contributions shall be
identified and recorded.

A short narrative explaining the determining factors in the COC determination
shall be documented on CCC-503A, item 7.

Example: Zinnel Farms, Inc., provides a significant contribution of capital and
equipment. The single stockholder owning 100 percent provides a
significant contribution of active personal management. All
contributions of Zinnel Farms, Inc., are commensurate and at risk.

Continued on the next page
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394

Completing CCC-503A (Continued)

Par. 394

D * ..

Example 1

REPRODUCE LOCALLY. /nclude form number and date on all reproductions.

CCC-503A
(12-14-99)

U.S. DEPARTMENT OF AGRICULTURE
Commodity Credit Corporation

COUNTY COMMITTEE WORKSHEET FOR “ACTIVELY ENGAGED IN
FARMING” AND “PERSON” DETERMINATIONS

1. PRODUCER’S NAME
DM Farms
2. COUNTY AND STATE
Lee, IA
3. PROGRAM YEAR
2000

4. Check the appropriate block.

D Individual

[ Juimited Partnership

General Partnership
l:l Estate
5. “ACTIVELY ENGAGED IN FARMING” DETERMINATION

The following are several different types of producers and what such type of producer must contribute to the farming operation in order to
be considered “actively engaged in farming.”

l:l Joint Venture
l:l Irrevocable Trust

I:I Corporation
I:I Revocable Trust

[ Jother

The required inputs must be a significant contribution, as defined in 1-PL, PART 2. The inputs of capital, equipment, or land may be
contributed singly or in any combination. One input of capital, equipment or land must not be acquired as a result of a loan from or
cosigned by a source who has an interest in the farming operation. Active personal labor and active personal management may be
contributed as a single or combined input. The total contribution for an individual or entity must be commensurate with the claimed
shares of the profits or losses from the farming operation and the contributions must be at risk.

A.
TYPES OF PRODUCERS

B.
REQUIREMENTS FOR INPUT OF
CAPITAL, EQUIPMENT, AND LAND

C.
REQUIREMENTS FOR INPUT OF
LABOR AND MANAGEMENT

Tndividual: Capital, equipment, or land Active personal labor and/or
or a combination thereof Active personal management

Landowner: Land N/A

Sharecropper: N/A Active personal labor

Joint Operation:
Operation #1

Operation #2

Capital, equipment or land
or a combination thereof
(Provided by Members)

Capital, equipment, or land
or a combination thereof
(Provided by Joint Operation)

Active personal labor and/or
Active personal management
(Provided by Members)

Active personal labor and/or
Active personal management
(Provided by Members)

Corporation,
Limited Partnership,
Other similar entity:

Capital equipment, or land
or a combination thereof
{Provided by Corporation)

Active personal labor and/or
Active personal management
(Provided by shareholders collectively
owning at least 50% of shares)

Estate:

Capital, equipment, or land
or a combination thereof
(Provided by Estate)

Active personal labor and/or
Active personal management
(Provided by Heir(s) or Personal
Representative)

Irrevocable and Revocable
Trusts:

Capital, equipment, or land
or a combination thereof
(Provided by Trust)

Active personal labor and/or
Active personal management
(Provided by Beneficiary(ies)

Adult Family Member:

N/A

Active personal labor and/or
Active personal management

Foreign:
Persons

Corporations
(If more than 10% foreign
ownership)

Land and Capital

Land and Capital

Active personal labor
(Provided by Foreign Individual)

Active personal labor
{Provided by Foreign Individual)

The U.S. Department of Agriculture (USDA) prohibits discrimination in allits programs and activities on the basis of race, color, national origin, gender, religion, age, disability, poftical beliefs, sexual
orientation, and marital or family status. (Not all prohibited bases apply to all programs.) Persons with disabilties who require alternative means for communication of program information (Braille, farge print,
audiotape, etc.) should contact USDA’s TARGET Center at (202) 720-2600 (voice and TDD). To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building,
1400 Independence Avenue, SW, Washington, D.C. 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer

*

12-8-99

1-PL (Rev. 1) Amend. 39
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Par. 394

394 Completing CCC-503A (Continued)

D
Example 1
(Continued)

12-8-99

CCC-503A (Reverse) (12-14-99)
PRODUCER’S NAME: DM Farms

6. “PERSON” DETERMINATIONS

Answer the following questions by entering ““ ¥ ** in the applicable column. For joint operations ONLY, in the applicable column:
1. Enter a*+v “if the answer applies to all members.
2. Ifthe answer does not apply to all members, but does apply to a majority of the members enter:
a. A+ “ for the majority of the members.
b.  The initials for the remaining members.

YES NO N/A

A. Ts this producer a U.S. citizen or an alien lawfully admitted into the U.S.? X

B. If this producer is a minor, have all the provisions in 1-PL, Part 4 concerning minors been e
met?

C. If this producer’s spouse has an interest in a farming operation, does either spouse have D.W M.W
more than one interest in a farming operation earning payments? U e

D. If this producer’s spouse has an interest in another farming operation, was such interest y

N . Lo D.W. M.W.
acquired before marriage and kept totally separate and distinet?
If equipment or land is leased, are the rates customary for the area? X

F.  Ifajoint operation, are the member’s shares commensurate with the contributed inputs? X

G. If acash rent tenant, have the applicable cash rent tenant provisions been met according to %
1-PL Part 2?

H. If an Indian tribal venture, has a certification from BIA or the Indian tribal council been X
provided?

1. If acorporation, does one stockholder, including shares owned by a spouse or minor %
children, own more than 50% in the corporation?

J. If a corporation, do the same 2 or more stockholders own more than 50% in 2 or more X
corporations?

K. If an estate, would an heir have been combined with the deceased individual? X

L. If an estate, has the estate been in existence for 2 years? X

M. Ifatrust, does the trust provide for modification or interest by the grantor, or if established %
after January 1, 1987, provide for transfer to the remainder beneficiary in less than 20 years?

N. Ifan irrevocable trust or revocable trust, is there a sole beneficiary? X

O. If an irrevocable trust, or revocable trust, do the same 1 or more beneficiaries hold more X
than 50% in 2 or more irrevocable trusts or revocable trusts?

P.  Ifarevocable trust, does the grantor have any other farming interest(s)? X
If a State, political subdivision, or an agency thereof, does the combined State producer have %
any other farming interest (such as a beneficiary of a trust)?

R.  If there is an increase in “persons,” have 1 or more changes according to 1-PL, Part 2 been X
met?

7. “ACTIVELY ENGAGED IN FARMING” AND “PERSON” DETERMINATIONS

A.  DBased on the information provided, is this producer considered to be actively engaged in farming? Yes l:l No l:]

Nol:l

C. Provide a short narrative explaining the determining factors. For joint operations ONLY, indicate the determination and determining factors

B. For joint operations ONLY, is each member considered to be actively engaged in farming?

for each member.

D. Williams and M. Williams each provide a significant contribution of active personal labor

and active personal management. DM Farms provides a significant contribution of capital

and owned equipment. All contributions are commensurate with the claimed shares.

D. Based on the information provided. the following arc considered 2 “person(s)” for payment limitation purposes.
D. Williams

M. Williams

SIGNATURE OF COMMITTEE MEMBER |DATE

/s/ Peter Donnellson 04-29-XX

*

Continued on the next page
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394 Completing CCC-503A (Continued)

Par. 394

E * ..

Example 2

REPRODUCE LOCALLY. Include form number and date on all reproductions.

CCC-503A
(12-14-99)

U.S. DEPARTMENT OF AGRICULTURE
Commodity Credit Corporation

COUNTY COMMITTEE WORKSHEET FOR “ACTIVELY ENGAGED IN
FARMING” AND “PERSON” DETERMINATIONS

1. PRODUCER'S NAME

Boone Farms Inc.

2. COUNTY AND STATE

Warren, IA

3. PROGRAM YEAR

2000

4. Check the appropriate block.

|:| Individual

l:‘ Limited Partnership

|:|Genera| Partnership

|:| Estate

l:l Joint Venture

l:l Irrevocable Trust

Corporation

|:| Revocable Trust

5. “ACTIVELY ENGAGED IN FARMING” DETERMINATION

The following are several different types of producers and what such type of producer must contribute to the farming operation in order to
be considered “actively engaged in farming.”

[ other

The required inputs must be a significant contribution, as defined in 1-PL, PART 2. The inputs of capital, equipment, or land may be
contributed singly or in any combination. One input of capital, cquipment or land must not be acquired as a result of a loan from or
cosigned by a source who has an interest in the farming operation. Active personal labor and active personal management may be
contributed as a single or combined input. The total contribution for an individual or entity must be commensurate with the claimed
shares of the profits or losses from the farming operation and the contributions must be at risk.

A.
TYPES OF PRODUCERS

B.
REQUIREMENTS FOR INPUT OF
CAPITAL, EQUIPMENT, AND LAND

C

REQUIREMENTS FOR INPUT OF LABOR

AND MANAGEMENT

Individual:

Capital, equipment, or land
or a combination thereof

Active personal labor and/or
Active personal management

Landowner:

Land

N/A

Sharecropper:

N/A

Active personal labor

Joint Operation:
Operation #1

Operation #2

Capital, equipment or land
or a combination thereof
{Provided by Members)

Capital, equipment, or land
or a combination thereof
(Provided by Joint Operation)

Active personal labor and/or
Active personal management
(Provided by Members)

Active personal labor and/or
Active personal management
(Provided by Members)

Corporation,
Limited Partnership,
Other similar entity:

Capital equipment, or land
or a combination thereof
(Provided by Corporation)

Active personal labor and/or
Active personal management
(Provided by shareholders collectively
owning at least 50% of shares)

Estate:

Capital, equipment, or land
or a combination thereof
(Provided by Estate)

Active personal labor and/or
Active personal management
(Provided by Heir(s) or Personal
Representative)

Trrevocable and Revocable
Trusts:

Capital, equipment, or land
or a combination thereof
(Provided by Trust)

Active personal labor and/or
Active personal management
(Provided by Beneficiary(ies)

Adult Family Member:

N/A

Active personal labor and/or
Active personal management

Foreign:
Persons

Corporations
(If more than 10% foreign
ownership)

Land and Capital

Land and Capital

Active personal labor
(Provided by Foreign Individual)

Active personal labor
{Provided by Foreign Individual)

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, poliical beliefs, sexual
orientation, and marital or family status. (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternative means for communication of program information (Braille, large print,
audiotape, etc,) should contact USDA's TARGET Center at (202) 720-2600 (voice and TDD). To file @ complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building,
1400 Independence Avenue, SW, Washington, D.C. 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer.

*

12-8-99

1-PL (Rev. 1) Amend. 39
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Par. 394

394 Completing CCC-503A (Continued)

E
Example 2
(Continued)

CCC-503A (Reverse) (12-14-99)
PRODUCER’S NAME: Boone Farms Inc.

6. “PERSON” DETERMINATIONS

Answer the following questions by entering ““ ¥ ** in the applicable column. For joint operations ONLY, in the applicable column:
1. Enter a*+v “if the answer applies to all members.
2. Ifthe answer does not apply to all members, but does apply to a majority of the members enter:
a. A+ “ for the majority of the members.
b.  The initials for the remaining members.

YES NO N/A

A. Ts this producer a U.S. citizen or an alien lawfully admitted into the U.S.? X

B. If this producer is a minor, have all the provisions in 1-PL, Part 4 concerning minors been e
met?

C. If this producer’s spouse has an interest in a farming operation, does either spouse have %
more than one interest in a farming operation earning payments?

D. If this producer’s spouse has an interest in another farming operation, was such interest %
acquired before marriage and kept totally separate and distinet?

If equipment or land is leased, are the rates customary for the area? X

F.  Ifajoint operation, are the member’s shares commensurate with the contributed inputs? X

G. If acash rent tenant, have the applicable cash rent tenant provisions been met according to %
1-PL Part 2?

H. If an Indian tribal venture, has a certification from BIA or the Indian tribal council been X
provided?

1. If acorporation, does one stockholder, including shares owned by a spouse or minor e
children, own more than 50% in the corporation?

J. If a corporation, do the same 2 or more stockholders own more than 50% in 2 or more %
corporations?

K. If an estate, would an heir have been combined with the deceased individual? X

L. If an estate, has the estate been in existence for 2 years? X

M. Ifatrust, does the trust provide for modification or interest by the grantor, or if established %
after January 1, 1987, provide for transfer to the remainder beneficiary in less than 20 years?

N. Ifan irrevocable trust or revocable trust, is there a sole beneficiary? X

O. If an irrevocable trust, or revocable trust, do the same 1 or more beneficiaries hold more X
than 50% in 2 or more irrevocable trusts or revocable trusts?

P.  Ifarevocable trust, does the grantor have any other farming interest(s)? X
If a State, political subdivision, or an agency thereof, does the combined State producer have %
any other farming interest (such as a beneficiary of a trust)?

R.  If there is an increase in “persons,” have 1 or more changes according to 1-PL, Part 2 been X
met?

7. “ACTIVELY ENGAGED IN FARMING” AND “PERSON” DETERMINATIONS

A.  Based on the information provided, is this producer considered to be actively engaged in farming? No l:]
For joint operations ONLY, is each member considered to be actively engaged in farming? Yes l:l No D
Provide a short narrative explaining the determining factors. Tor joint operations ONLY, indicate the determination and determining factors

for each member.
Boone Farms, Inc. provides a significant contribution of capital, leased equipment, and land.
Two stockholders, collectively owning 60 percent, provide a significant contribution of
personal management. All contributions of Boone Farms, Inc. are commensurate.

D. Based on the information provided. the following are considered 1 “person(s)” for payment limitation purposes.
Boone Farms, Inc.

SIGNATURE OF COMMITTEE MEMBER [paTeE

/s/ Daniel Franklin 04/29/XX
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Par. 395
395 COC Requirementsto Makea Timely Deter mination

A
Introduction COC shall make the initial determinations of "actively engaged in
farming" and "persons’ within the deadlines established according to
[paragraph 393
Note: See paragraph 425|for required State Office determination.
B
Definition A default determination assumes all individuals or entities are "actively engaged
in farming” and the "person” determination is the determination sought by the
applicant.
C
Rule If COC does not make the initial determinations within the 60 calendar day time

limit, the applicant shall receive a"default determination.” COC must still make
determinations of "actively engaged in farming" and "person.” If the correct
determination is different:

» FSA will honor the "default determination” for the current year if the farm
operation plan is followed exactly

» the proper determination will apply if the farm operation plan is not followed
exactly

» the proper determination will apply the following year if the operation is
exactly the same.

Note: See paragraph 652|for end-of-year review requirements for default
determinations.

Continued on the next page
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Par. 395
395 COC Requirementsto Make a Timely Deter mination (Continued)

D
Number of If an applicant receives a"default determination”, the number of "persons” will
" Persons’ not exceed the number listed on this table.
Type of
CCC-502 " Person” Determination

CCC-502A The individual will be 1 "person” separate and distinct from
any other individual or entity.

Note: If theindividual isamember of ajoint operation, the
individual’ sinterest in the joint operation and the
individual’ s interest supported by this CCC-502A
will be 1 "person".

CCC-502B *--Each member of the joint venture or general--*
partnership will be 1 "person” separate and distinct from any
other individual or entity.

CCC-502C The entity will be 1 "person” separate and distinct from any
other individual or entity.

CCC-502D The entity will be 1 "person” separate and distinct from any
other individual or entity.

CCC-502EZ Theindividual will be 1 "person" same as for
CCC-502A.

E
Notification to See|paragraphs 466|and[467]for notification requirements of both the default and
Producer correct determination letters to the producer.

11-18-91 1-PL (Rev. 1) Amend. 4 Page 5-8



Par. 396
396  Redelegating Authority:

A

Introduction COC may redelegate their authority to CED to make "actively engaged in farming”
and "person” determinations in certain circumstances.

B

Circumstances COC's authority to make "actively engaged in farming” and "person”

for Redelegation determinations may be redelegated to CED when the cases delegated are of a
routine nature.

C
Spot-Checking Periodically, COC's and DD’s shall review a sufficient number of redelegated cases
Redelegated to ensure that proper determinations are being made.

Determinations

1-24-03 1-PL (Rev. 1) Amend. 40 Page 5-9



Par. 397
397 Meritorious Relief

A
Misaction or See 4-CP for completing FSA-321 for cases involving misaction or
Misinformation misinformation.

*1-398 Incorrect Determinations

A
Corrective Use thistable if a determination is found to bein error by any reviewing authority.
Action

IF adetermination isfound to

beinerror... THEN...

within 60 calendar days of the * the producer shall be immediately notified of the corrected
date the producer filed determination and advised of the right to appeal according to
CCC-502 1-APP

» the corrected determination shall be applicable for the current
year, unless COC determines and DD concurs that both of the

following apply:

* theerror was not so great that the producer should have
noticed it

* the producer, relying on the erroneous written
determination and acting in good faith:

* materialy changed plans because of the erroneous
determination

* wasnot notified in time to comply with the correct
determination without suffering aloss.

*

Continued on the next page
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Par. 398
398 Incorrect Determinations (Continued)

A
Corrective
Action
(Continued)

IF adetermination isfound to

beinerror... THEN...

but not within 60 calendar days | « theinitial determination shall be considered a default

of the date the producer filed determination according tq paragraph 393 for the current year
CCC-502 and any previous year to which CCC-502 is applicable

Exception:  The correct determination shall apply for the
current year if both of the following apply:

* theincorrect determination was made in a
previous year and considered to be in effect
for subsequent years

+*_-the error was discovered and the producer
was notified before either a payment was--*
issued or the status date had passed for the
current year.

* the producer shal be notified of the correct determination
according to_paragraph 4671

399-410 (Reserved)

1-24-03 1-PL (Rev. 1) Amend. 40 Page 5-11
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Section 2 County Office Responsibilities
411  Overview

A
I ntroduction

This section provides instruction on County Office responsibilities for:
e maintaining the Payment Limitation Review Register

e printing the Payment Limitation Review Register
« notifying producers of payment eligibility and limitation determinations.

Par. 411

B
In This Section The following subsections are included in this section.
Subsection Title Page

1 Multiple State and County Producers 5-26

2 State Office Determinations 5-41

3 Payment Limitation Review Register 5-55

4 Reports 5-75

5 Notifying Producers of Determinations 5-91

6 Filing 5-121
1-23-92 1-PL (Rev. 1) Amend. 5 Page 5-25



412  Overview

A
I ntroduction

B
In This
Subsection

7-13-94

Subsection 1 Multiple State and County Producers

Par. 412

When a producer hasinterest in 2 or more States or 2 or more counties within a
State, a control county must be selected.

This subsection covers the responsibilities and interactions of States and counties
involved with multiple State and county producers.

The following paragraphs are included in this subsection.

Paragraph Title Page

413 Responsibilities of County Office Receiving 5-27
CCC-502

414 Control County Responsibilities 5-28

415 Interaction Between Counties 5-29

416 Producers With Multiple State Interests 5-31

417-421 Withdrawn--Amend. 25
422, 423 Reserved
1-PL (Rev. 1) Amend. 25 Page 5-26



Par. 413

413  Responsibilities of County Office Receiving CCC-502

A
Overview

B
Responsibilities

C
Deter mination
Deadline

2-25-98

This paragraph explains the basic responsibilities of a County Office that receives
CCC-502 from a multiple county producer.

Counties receiving CCC-502 for a multiple county producer shall follow this

table.
Step Action

1 Immediately photocopy all forms and supporting documentation
submitted.

2 Prepare aletter advising other County Offices involved of:
» thefiling date
» which county is the control county.

3 Mail the letter with a set of the photocopied documents to each
County Office where the producer has afarming interest.

COC must make * * * determinations and notify the producer within 60 calendar
days after the producer files CCC-502. The 60 calendar day period begins on the
date CCC-502 isfiled, regardless of whether or not the office receiving the filing
is the control county.

1-PL (Rev. 1) Amend. 37 Page 5-27



Par. 414
414  Control County Responsibilities

A
Responsibilities Thistable contains alist of responsibilities of control counties in different
situations.

| F the multiple county
producer isinvolved in... THEN the control County Office shall...

only 1 farming operation e make "person” determinations
e monitor "permitted entity" designations
» make "actively engaged in farming" determinations.

multiple farming operationsand | « make all "person” determinations
all operationsareinthecontrol | « monitor "permitted entity" designations
county « makeall "actively engaged in farming" determinations.

multiple farming operationsand | ¢ makeall "person” determinations
al farming operations are not in
the control county « monitor al "permitted entity" designations

» make"actively engaged” in farming determinations for the
farming operations located in the control county.

Note: The control county isnot responsible for making the
"actively engaged" determination for afarming operation
located entirely in another county.

8-14-91 1-PL (Rev. 1) Amend. 1 Page 5-28



Par. 414
414  Control County Responsibilities (Continued)

B
Designated The following table provides the designated control County Offices for the listed
Control County multiple State producers.
Offices
Entity ID Number Control County
* Alcoa e 25-0317820 | *--Warwick County FSA Office
« NW Alloys o 25-1233642 | 1122 So. 8th St.

Boonville, IN 47601
812-897-2840--*

Church of Jesus Christ of Latter Day Saints 87-0384757 | Benton County FSA Office
87-0274433 | 620 8th St.
88-0158527 | Prosser, WA 99350

509-786-2313

» Connecticut General 06-0303370 Boone County FSA Office
1206 Business Loop 70 West
e Connecticut General Life Insurance Co. Suite B
Columbia, MO 65205
e Conn Gen Life Insurance 314-443-8701

e Conn General Life Insurance, Inc.

e Ct Gen Lifelnsurance

e Conn Gen Life Insurance, Company
¢ Connecticut Genrl Life, Insurance
e Connecticut General Life, Inc.

e Conn Generdl

o« CGenlLife

¢ ConnGen. Life

Continued on the next page

2-18-97 1-PL (Rev. 1) Amend. 34 Page 5-28.5



Par. 414
414  Control County Responsibilities (Continued)

B
Designated
Control County
Offices
(Continued)
Entity ID Number Control County
« CGenc/loDFM MGR 06-0303370 Boone County FSA Office
Tippett Land & Mort Co. 1206 Business Loop 70 West
Suite B
« CIGNA Columbia, MO 65205
314-443-8701

e CIGNA Lifelnsurance, Co.

e CIGNA Farmsc/o Larry Bishop

o CIGNA Capital Advisors, Inc.

» CIGNA c/o Duff Farm Management
e CIGNA Invst, Inc.

e CIGNA Investments, Inc.

« AETNA Lifelnsurance

1st Interstate Bank Owned by First Interstate ID Number Morrow County FSA Office
Bancorp Varies 430 Heppner-Lexington Hwy.
P.O. Box 786

Heppner, OR 97836-0786
503-676-9011

» John Hancock Mutual Life Insurance o 04-1414660 | Lee County FSA Office
Company o 04-2482364 | P.O. Box 157
Amboy, IL 61310-0157
« John Hancock Insurance Company 815-857-3621

e Hancock Mutual Life Insurance

Continued on the next page
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Par. 414
414  Control County Responsibilities (Continued)

B
Designated
Control County
Offices
(Continued)
Entity ID Number Control County
« Metropolitan Life Insurance Company | « 13-5581829 | Sarpy County FSA Office
» Farmer’s National Company o 47-0157270 | P.O. Box 280850
Papillion, NE 68128-0850
402-339-8644
Norwest Bank ID number *--Wright County FSA Office
varies 306 A Brighton Ave.

Buffalo, MN 55313-2303
612-682-1982--*

» TheEquitable Life Assurance Society | « 13-5570651 | St. Louis County FSA Office

of America o 58-1571529 | Suite 212
1215 Fern Ridge Parkway
» Equitable Agri-Business, Inc. St. Louis, MO 63141-4401
314-453-9555
e TravelersInsurance e 06-0807418 | Adams County FSA Office
e CircleT Farms e 06-0566090 | 114 East Main
e Prospect Co. o 51-0099394 | Ritzville, WA 99169-1481

509-659-1761

2-25-98 1-PL (Rev. 1) Amend. 37 Page 5-28.7
(and 5-28.8)



Par. 415
415 Interaction Between Counties

A
Overview Counties with multiple county producers shall remain in close contact. This
paragraph provides the interaction that must take place between counties.
B
Control County The control county shall:
Responsibilities
« notify the producer of the determination within 60 calendar days of the
producer filing date
Note: The control county shall not delay notification to the producer to
obtain the concurrence of other COC'’s.
» notify COC’sinvolved with the multiple county producer of the
determinations.
C
Other County COC’sin noncontrol counties receiving notification of an initial determination by

Responsibilities, the control county COC for amultiple county producer shall respond according to
*__|nitial this table.

Deter mination

IF COC’sin noncontrol

counties... THEN the noncontrol county shall...

agree with the determination « notify the control county of the concurrence in writing
» update digibility flags according to 2-PL .

do not agree with the « immediately contact the control county to resolve the

determination made by the differences

control county
e involve DD’s and State Officesif needed to resolve the
differences

« notify the control county of concurrence in writing and update
eligibility flags according to 2-PL when the differences have
been resolved.

Note: If the original determination is changed for any reason, the control county
shall immediately repeat the procedures in this paragraph.--*

Continued on the next page
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Par. 415
415 Interaction Between Counties (Continued)

*

Other County COC’sin noncontrol counties receiving notification of an updated determination
Responsibilities, by the control county COC for a multiple county producer shall take the following
Updated action.

Deter mination

IF COC’sin noncontrol
counties... THEN that county...

agree with the determination » isnot required to respond when the letter sent by the control
that is being updated county indicates that an agreeing response is not needed

» shall update eligibility flags according to 2-PL.

do not agree with the updated shall follow the instructions in subparagraph C when a noncontrol
determination county does not agree.--*

12-28-95 1-PL (Rev. 1) Amend. 31 Page 5-30



Par. 416
416  Producers With Multiple State I nterests

A

CcocC Procedure applicable to multicounty producers shall also be followed for multiple
Determinations State producers. Counties should communicate directly. State Offices should get
for Multiple involved only if counties do not agree on a determination.

State Producers

417-421 (Withdrawn--Amend. 25)

422,423 (Reserved)

7-13-94 1-PL (Rev. 1) Amend. 25 Page 5-31
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Par. 424
Subsection 2 State Office Determinations

424  Qverview

A
Introduction This subsection provides instructions to County Offices for determinations that are
required to be made by State Office representatives.

1-24-03 1-PL (Rev. 1) Amend. 40 Page 5-41



Par. 425
425  Required State Oftfice Determinations

A

Ruleon *--[7 CFR 1400.2] State Office review and determination are:--*

Required State

Office * required for initial "person” and "actively engaged in farming” determinations
Determinations for joint operations with 6 or more members

* not required when both of the following apply:

» the State Office made "person” and "actively engaged in farming"
determinations for the joint operation in a previous year

o*_-the producer certifies minor changes in the farming operation and COC
determines that the changes will not affect the “person” or “actively--*
engaged in farming” determinations previously made by the State.
Notes: State Offices are not required to make initial determinations for Indians
receiving payment through affiliation with BIA or on lands owned by or
held in trust for an Indian tribal venture.
Complex cases must be reviewed by STC.

COC's shall not make or recommend a determination.

Continued on the next page
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Par. 425
425 Required State Office Deter minations (Continued)

B

Related Farming  If State Officeisrequired to make "person” and "actively engaged in farming"

Operations determinations for a producer and the producer is also involved in another farming
operation as an individual or member of ajoint operation or entity:

o CCC-502'sfor the other farming operations are not required to be sent to the
State Office for determination

Exception:  If thereisreason to believe the additional CCC-502’s would
change the determination, the State Office may require CCC-
502’ s for the other farming operations.

» the applicable control COC for the other farming operations shall:

« makethe"actively engaged in farming" and "person” determinations for
that farming operation according toparagraph 414

e notify the producer.

Continued on the next page
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Par. 425
425 Required State Office Deter minations (Continued)

C
Sending Fileto If a State Office determination is required according to this paragraph, County
State Office Offices shall send, by fastest means possible, new or updated CCC-502’ s with

supporting documentation to State Office no later than 3 workdays following the
day the forms were received in the County Office.

Supporting documentation shall include:

«*--a copy of the production flexibility contract or summary of shares--*
claimed by the producer

» acopy of CCC-502's or summary of the producer’s shares for other farming
operations in which the producer has an interest as an individual or member of
ajoint operation or entity as required by the State Office.

Supporting documentation may also include:

e copy of cash or share leases

» lega documentation concerning:

land ownership

corporations

trusts
partnerships

« additional documentation as required by the State Office.

Continued on the next page
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Par. 425
425 Required State Office Determinations (Continued)

D

Notifying County Offices shall notify applicable producers by letter:

Producers of

This + that CCC-502 and supporting documentation, if applicable, has been sent to
Requirement the State Office according to the requirement that State Offices make initial

*--determinations of "persons’ and "actively engaged in farming” for joint
operations with 6 or more members--*

» that notification of determinations of "persons’ and "actively engaged in
farming” will be sent from the State Office.

Continued on the next page
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Par. 425

425 Required State Office Determinations (Continued)

E
Determination Thistable provides deadlines for the State Office to make "person” and "actively
Deadlines engaged in farming” determinations and producer notification.

IF CCC-502 isfiled for programs...

THEN make...

not requiring an "actively engaged in farming"”
determination

a"person” determination, and notify the producer within
60 calendar days of the date the applicable CCC-502 was filed.

Note: An "actively engaged in farming" determination is not
required until benefits are requested for a program
requiring an "actively engaged in farming"”
determination.

not requiring an "actively engaged in farming"”
determination, but benefits are later requested for
aprogram requiring an "actively engaged in
farming" determination

+ a'"person” determination, and notify the producer within
60 calendar days of the date the applicable CCC-502 was
filed

» an"actively engaged in farming" determination within
60 calendar days of the later of the following:

+ thedatethe application or contract to participate for the
program subject to an "actively engaged in farming"
determination isfiled

+ thedateanew or updated CCC-502 isfiled, if applicable.

Note: If no changes have occurred, the producer is not
required to file a new or updated CCC-502 * * *,

requiring an "actively engaged in farming"”
determination

"person” and "actively engaged in farming" determinations, and
notify the producer within 60 calendar days of the date the
applicable CCC-502 isfiled.

F
Default If the State Office does not make the initial determinations within the 60 calendar
Determinations day time limit, the applicant shall receive a default determination according to

[ paragraph 395

426, 427 (Withdrawn--Amend. 40)

428-432 (Reserved)

1-24-03 1-PL (Rev. 1) Amend. 40 Page 5-46
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Par. 433
Subsection 3 Payment Limitation Review Register

433  Overview
A
Introduction This subsection covers the use of the Payment Limitation Review Register.
B
In This The following paragraphs are included in this subsection.
Subsection
Paragraph Title Page
434 Annual File Edit of Payment Limitation Review 5-56
Register
435 Accessing Automated Payment Limitation 5-57
Review Register
436 Payment Limitation Review Register Field Codes | 5-58.6
437 Recording First Time Determinations 5-61
438 Revising Payment Limitation Review Register for 5-63
aNew CCC-502 That Replaces Previous
CCC-502
439 Withdrawn--Amend. 33

7-23-96 1-PL (Rev. 1) Amend. 33 Page 5-55



Par. 434
434  Annual File Edit of Payment Limitation Review Register

A
Introduction *--The Payment Limitation Review Register:
e issubject to an annual file edit
Note: If aproducer filed CCC-502 in a previous year, the annual file edit will
create anew current year register for the producer. All fieldsin the
register will be blank except the "Date Last Y ear 502" field, which will
receive information from the previous year "Date Current 502" field.
+ shall be maintained for the current and prior year.
B
Start-of-Day To add a producer to the Payment Limitation Review Register, the user must wait
Additions and for the next start-of-day operation after the producer becomes an active producer
Deletions in the name and addressfile.

If aproducer is not considered an active producer in the name and address file, the
user will not be able to access the Payment Limitation Review Register for that
producer. A producer made inactive in the applicable year’ s name and address file
will be deleted from the Payment Limitation Review Register during the next
start-of-day operation.--*

Continued on the next page
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Par. 434

434  Annual File Edit of Payment Limitation Review Register (Continued)

C

If File Becomes Subsidiary rollover will not unlink the A.MA.R?M file. If the AMA.R”M file

Unlinked becomes unlinked for any reason, complete the steps in this table to link the file to
the definition befor e accessing the Payment Limitation Review Register.
Step Action
1 On Menu FAX250, ENTER "1", "Office Automation Functions'.
2 *--On Menu OAA010, ENTER "7", "Query/36".--*
3 On the Use Query/36 Screen, ENTER 5", "Create, Link, Unlink or type datainto afile".
4 On the Work With Disk Files Screen, ENTER:

o "8"tolink

« "A.MA.R?M" asthefile name. Replace the question mark with the last digit of the
applicable year to process.

*--Example:  ENTER "A.MA.R2M" if the 2002 Payment Limitation Review Register--*
data is needed.

Onthe Link aDisk File and a Definition Screen, ENTER:
+ "IDDEF01" for data dictionary name

o« "AMARM" for file definition name. Replace the question mark with the last digit of the
applicable year to process.

D

Action Required Before installation of software that performs the annual file edit, print the Payment
Before File Edit Limitation Review Register according ta paragraph 450/

1-24-03

Note: Manually update entries on the Payment Limitation Review Register, as
required, for the applicable program year.

1-PL (Rev. 1) Amend. 40 Page 5-56.5
(and 5-56.6)






Par. 435
435  Accessng Automated Payment Limitation Review Reqgister

A
Introduction This paragraph explains how to access the year-specific Payment Limitation
Review Register.
B
Accessing Access the applicable year's Payment Limitation Review Register according to this
Payment table.
Limitation
Review Register _
Step Action
1 | OnMenu FAX250, ENTER "4", "Application Processing”.
2 | On Screen FAX09002, enter applicable county.
3 On Menu FAX07001, ENTER "9", "Common Provisions'.
4 | OnMenu MAOOOO, ENTER "4", "Subsidiary File".
5 On Menu MADOOO, ENTER "7, "Entity File and Payment Limitation
Register”.
6 On Menu MAB440B, ENTER "3", "Payment Limitation Review
Register”.
7 | OnMenu MAB44N, ENTER "1", "Update Pay Limit Review
Register”.

8 | On Menu MAB12101, enter, as applicable:

o*--"1" for current year
o "2"for prior year.--*

* k% %

9 | OnMenu MAB12701, enter, as applicable:

o thefull ID number to select the producer to update
o if thefull ID number is unknown, the last 4 digits of ID or last
name.

Note: Thiswill display the Payment Limit Review Register Screen.
Sed paragraphs 437 and[438]for instructions for updating the
Payment Limitation Review Register.

Continued on the next page
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Par. 435
435  Accessing Automated Payment Limitation Review Register (Continued)

C Thisis an example of Screen MAB12701.
Payment Limit *o-

- - R RS S S S S SR R RS EEE R E SR RS R E R SRS EE RS SRR RS R R R R R EEEEE S
Ra/lelv R%Iaer * Common Provisions 089-SHASTA COUNTY FSA SELECTION MAB12701 *
Selectlon Screen : Payment Limit Review Register Screen Version: AB75 04/01/97 08:33 Term AE*

*

Please enter the full ID to select the producer
to update.

If the full ID is unknown, enter the last four digits of
the ID or last name (partial last name accepted).

Last Four of ID _

ID Number Type
Last Name

Cmd7=End Enter-Continue

* ok ok ok ok ok ok ok ok ok ok ok % ok ok kX ok ok X %
* ok ok ok ok ok ok ok ok ok ok X ok ok X ok ok X %

Kk kkkkhkkkhkkkkhkkkkkkkhkkkhkkkkhkkkhk ok kkhkkkkkkkhkkkhkhkkhkkkhkhkkhkkhkhkkhkkhkkkkhkkkhkkkkhkkkk*x

*

Continued on the next page
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Par. 435
435  Accessing Automated Payment Limitation Review Register (Continued)

D

Payment Limit *--Thisis an example of Screen MAB12703.

Review Register

Update &:reer] khkkhkkhkkkkhkhkhkkhkkhkkhkhkhkhkhkhkhhhhkhkhkhhhhhhhkhhhhhhhhkhkhhhhhhhhkhhhhhhhhkhhhhhkhhhkhkhhhkhkk
Common Provisions  089-SHASTA COUNTY FSA UPDATE MAB12703
Payment Limit Review Register Screen  Version: AB75 03/26/1997 08:33 Term AE

ID Number 999999999 TypeS Name JAMES COUP
Entity Type 01

MM /DD /CCYY

Date 502 Received 00/ 00/ 0000
Date COC Action 00/ 00/ 0000
Date DD Review 00/ 00/ 0000
Date Submit STC 00/ 00/ 0000

Date Notified 00/ 00/ 0000
Code Letter
Cmd2-Return to Selection Screen Cmd7-End Enter-Continue
E
Validation A producer must be considered an "active producer” to be placed on the payment
Procedure limitation review register. See 2-PL, Exhibit 2 for a definition of "active
producer”.--*

9-16-97 1-PL (Rev. 1) Amend. 36 Page 5-58.5



Par. 436
436 Payment Limitation Review Reqgister Field Codes

A

Introduction There arefields that must be completed on the Payment Limitation Review
Register. This paragraph defines the codes that are used for the fields.

B

Codes Defined This table lists the field codes and their definitions.

Note: Codes are listed in the order in which they are displayed on the screen.

Code Definition

Id Number Thisisthe 9-digit ID number with no spaces.

Type Thisisthe ID type used in the name and addressfile.
The types are:

o "S"for Socia Security number
o "E" for employer ID number
o "I" for IRS number.

Name Thisis the producer’s name.

Entity Type Thisis the entity type according to this handbook.

Date 502 Received | Thisis the date the County Office receives a signed,
*--completed CCC-502 for the current year.

Date COC Action | Thisisthe date COC makes the applicable
determination.--*

Continued on the next page
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Par. 436

436  Payment Limitation Review Register Field Codes (Continued)

B
Codes Defined
(Continued)

C

General Policies
for Completing
Fields

1-24-03

Code Definition
Date DD Thisisthe date DD reviews a determination.
Review

Date Submit Thisis the date afile was submitted to STC.

STC
Date Notified | Thisisthe date the producer is notified of COC's

determination.

Code Letter Thisisintended for the notification letter code assigned to a

shell document that is used to notify the producer of COC's
determination. County Offices are responsible for
developing their own shell document and assigning code
number. Code numbers are not required to be year
specific.

Examples:  Thecode "00" could not generate aletter to
be sent to an individual or entity.

¢+ "01" could send aletter to an individual.
o "02" could send a letter to an entity.

When entering data in the fields of the Payment Limitation Review Register, enter
all datesin month, day, and year order.

*--Example: March 19, 2003, is entered as "031903".--*

1-PL (Rev. 1) Amend. 40 Page 5-59
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Par. 437
437 Recording First Time Deter minations

A

Introduction This paragraph describes the process to follow when a producer is added to the
payment limitation register for the first time.

B

Recording Take the following action when a producer submits CCC-502 for the first time.

First Time

Deter minations

Step Action

1 Access Payment Limit Review Register Screen MAB12701 according to[subparagraph 435
B.

2 Follow instructions on Screen MAB12701 for selecting the producer to add or update.

3 If ID selected is an active producer in the name and address file, Screen MAB12702 will
be displayed. Screen MAB12702 will show arecord containing either of the following.

» Datesgreater than zero. This producer has filed CCC-502 previously.
PRESS "Cmd7" to end process or see paragraph 438 to revise the record.

» Datesequal to zero. The Payment Limitation Review Register has not been done for
this producer. Go to step 4.

Note: If ID selected is not found to be an active producer in the name and addressfile,
the user must wait until the next start-of-day after the producer has been added
to the name and address file to use the Payment Limitation Review Register for
that producer.

Continued on the next page
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Par. 437
437  Recording First Time Deter minations (Continued)

B

Recording
First Time
Determinations
(Continued)

*

Step Action

4 In the "Date 502 Received" field, enter the date the producer files the new CCC-502 for
the current year.

Note: If COC has:

» made determinations, go to step 5
« not made actively engaged and person determinations, go to step 9.

5 In the "Date COC Action" field, enter the date COC made its determination on CCC-502,
and go to step 6.

6 Leavethe "Date DD Review" and "Date Submit STC" fieldsblank.

Note: If areview of thisapplication ismade at alater date by DD or STC, the date of the
review should be entered at that time.

7 In the "Date Notified" field, enter the date the County Office mailed the letter notifying
the producer of COC'’ s determination.

8 In the "Code Letter" field, enter the type of letter the producer isto receive.

Examples: « "01" for anindividual.
o "02" for an entity.

Note: The County Office must have a shell document or query in place to use the "Code
Letter" field.

9 If user wants to:

» record the new record, PRESS "Enter"
» enter the next entity, PRESS "Cmd2" to return to the selection screen
» end the process, PRESS "Cmd7".

9-16-97 1-PL (Rev. 1) Amend. 36 Page 5-62



Par. 438
438  Revising Payment Limitation Review Reqister for a New CCC-502 That Replaces Previous

CCC-502
A
Introduction Apply the procedure in this paragraph if the producer replaces previous CCC-502
with a new CCC-502.
B
Payment Take the following action for completing the Payment Limitation Review
Limitation Register if a producer submitted CCC-502 in the previous year, but because of
Review Register major changesin his or her farming operation or other reasons, he or she was
for Replaced required to submit anew CCC-502 for the current crop year.
CCC-502
Step Action

1 Access Payment Limit Review Register Screen MAB12701
according td subparagraph 435 B.

2 Follow instructions on Screen MAB12701 for selecting the producer
to add or update.

3 If ID number selected is found to be an active producer in the name
and addressfile, Screen MAB12702 will be displayed.

Screen MAB12702 will show arecord containing either of the
*--following in the "Date 502 Received" field.--*

» Date greater than zero. This producer filed a CCC-502
previously. Go to step 4.

» Dateequal to zero. The producer was not an active producer in
this county in the prior year. PRESS"Cmd7" to end process. See
[subparagraph 437 B to add the producer to the Payment
Limitation Review Register.

Continued on the next page
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Par. 438

438 Revising Payment Limitation Review Register for a New CCC-502 That Replaces Previous

CCC-502 (Continued)

B

Payment
Limitation
Review Register
for Replaced
CCC-502
(Continued)

9-16-97

Step Action

4 *--In the "Date 502 Received" field, enter the date the producer--*
signs the new CCC-502 for the current year.
Decide whether determinations have been made:
o ifyes,gotostep5
« if no, goto step 9.

5 In the "Date COC Action" field, enter the date COC made its
determination for this application.

6 Delete any entriesin the following fields:

"Date DD Review"
« "Date Submit STC".

Note: If areview ismade at alater date by DD or STC, the date of
the review should be entered at that time.

Continued on the next page
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Par. 438
438 Revising Payment Limitation Review Register for a New CCC-502 That Replaces Previous
CCC-502 (Continued)

B

Payment
Limitation
Review Register
for Replaced
CCC-502
(Continued)

Step Action

7 In the "Date Notified" field, enter the date the County Office mailed
the letter notifying producer of COC’s decision.

8 In the "Code Letter" field, enter the type of letter producer isto
receive.

Examples. « "01" for anindividual.
o "02" for an entity.

* * % * * %

9 If user wants to:
o record the new record, PRESS "Enter"

» enter the next entity, PRESS "Cmd2" to return to the selection
screen

» end the process, PRESS "Cmd7".

439  (Withdrawn--Amend. 33)

440-447 (Reserved)

2-18-97 1-PL (Rev. 1) Amend. 34 Page 5-65
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448 Overview

A
Introduction

B
In This
Subsection

5-27-94

Subsection 4 Reports

Par. 448

*--This subsection provides instructions for printing 2 reports that use information
obtained from the Payment Limitation Review Register.--*

The following paragraphs are included in this subsection.

Paragraph Title Page
449 Pending COC Payment Limitation Review Report 5-76
450 Printing Payment Limitation Review Register 5-78

1-PL (Rev. 1) Amend. 24
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Par. 449

449  Pending COC Payment Limitation Review Report

A
Introduction

B
Printing
Instructions

1-24-03

A pending COC Payment Limitation Review Report can be printed, as needed,
before COC meetings. The report should be used to ensure that determinations
are made in atimely manner, thereby avoiding default determinations.

Print the COC Payment Limitation Review Report according to thistable.

Step Action

1 Access Menu MAB44N according to isubparagraph 435|B.

2 ENTER "2", "Print COC Review Report".

3 On Screen MAB12101, ENTER:

o*--"1" for current year
o "2"for prior year.--*

* k% %

4 On Screen MAB44N02, enter the printer ID.

5 The report will print on 8 1/2- by 11-inch paper.

Continued on the next page
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Par. 449

449  Pending COC Payment Limitation Review Report (Continued)

C
Report Contents

Example

9-16-97

*--The report will print alist of producers who have an entry in the "Date 502
Received" field and no entry in the "Date COC Action" field.--*

* % %

*--Thisis an example of the Pending COC Payment Limitation Review Report.

04/13/97 PENDING COC PAYMENT LIMITATION
REVIEW REPORT

NAME DATE 502 RECEIVED DATE COCACTION
TED ABRAMS 03/08/1997
BONNIE GOEDEL 03/12/1997 03/27/1997

1-PL (Rev. 1) Amend. 36 Page 5-77



Par. 450
450  Printing Payment Limitation Review Register

A
Introduction The Payment Limitation Review Register can be printed as needed. A list of all
producers with an entry in the "Date 502 Received" field for the current year will
be printed.
B
Printing Print the Payment Limitation Review Register according to this table.
Instructions
Step Action

1 Access Menu MAB44N according to subparagraph 435 B.
2 ENTER "3", "Print Pay Limit Review Register".
3 On Screen MAB12101, ENTER:

o*--"1" for current year
o "2"for prior year.--*

* k% %

4 On Screen MAB44NO03, enter the printer 1D.

5 The report will print on 8 1/2- by 11-inch paper.

Continued on the next page
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Par. 450
450 Printing Payment Limitation Review Register (Continued)

C
Example Thisisan example of a printout of the Payment Limitation Review Register.

*

04/13/97 PAYMENT LIMITATION REVIEW REGISTER

NAME DATES02 DATECOC DATEDD DATETO
RECEIVED ACTION REVIEW STC

TED ABRAMS  03/08/1997
BONNIE GOEDEL 03/12/1997 3/27/1997 04/02/1997

*

Note: Producerswith no entry in the "Date Last Y ear 502" column have filed
new CCC-502 sfor the current year.

451-461 (Reserved)

9-16-97 1-PL (Rev. 1) Amend. 36 Page 5-79
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462 Overview

A
I ntroduction

B
In This
Subsection

8-14-91

Subsection 5 Notifying Producer s of Deter minations

Par. 462

This subsection provides instructions for notifying producers of payment
eligibility and limitation determinations.

The following paragraphs are included in this subsection.

Par agraph Title Page
463 Notifying Producers of Determinations 5-92
464 "Persons’ and "Actively Engaged in Farming" 5-93

Determinations
465 Reduced Payments Determinations 5-94
466 Default Determination 5-95
467 Proper Determination 5-96
468 Notification L etters 5-98
1-PL (Rev. 1) Amend. 1 Page 5-91



Par. 463

463  Notifying Producers of Deter minations

A
I ntroduction

Rule

C
Types of
Notifications

D
Additional
Information
Requests

2-25-98

County Offices shall notify producers of COC’s payment limitation
determinations as soon as possible after the determinations are made.

County Offices shall notify producers of COC’ s determinations not later than
60 calendar days after the date the applicable CCC-502 was filed.

*--Note: A producer notification letter is only needed for updates to an existing
CCC-502 if the previous determinations have changed.--*

County Offices shall mail the following types of letters to producers:
» notification of reduced payments

« notification of default determinations

» notification of proper determination after default determination

» notification of COC determinations of "actively engaged in farming" and
"persons’

« notification to foreign persons determined ineligible for benefits

« notification of COC approval of payment to an entity with more than
10 percent foreign ownership.

If COC requests additional information because of insufficient information,
County Offices shall prepare aletter to the participant requesting the additional
information.

Note: County Offices shall allow producers 15 calendar days to provide the
requested information. This does not extend the 60 calendar day time
limit for COC to make initial determinations.

1-PL (Rev. 1) Amend. 37 Page 5-92



Par. 464
464 " Persons' and " Actively Engaged in Farming" Determinations

A
Notification Notification letters informing participants of COC'’s determination shall include the
Requirements following:

* the"actively engaged in farming” determination
* the"person" determination

+ the statement, "This determination is based on the facts as submitted. You are
responsible for promptly notifying the County Office of any
change which would affect these determinations. Any unrevealed
circumstances could require the application of a more restrictive rule.”

o*__notification to commodity program and CRP contract participants, that
determinations will remain in effect for the current and later years unless a
change occurs that would affect the determinations

* astatement that the determinations may be appealed within 30 calendar days of
notification if the determination is adverse.--*

1-24-03 1-PL (Rev. 1) Amend. 40 Page 5-93



Par. 465

465  Reduced Payments Determinations

A

Reduced
Payment
Notification

B
Notification
Example

8-14-91

County Offices shall notify each entity for which the payment will be reduced
because of the "permitted entity rule” within 75 calendar days after the final signup
date. This notification will be to each entity and individual with a direct or indirect
interest in the entity receiving a payment.

Note: Members of the entity are alowed to adjust among themselves the
proceeds designated by the entity or entities.

aragraph 219 ffor completing CCC-501C.

1-PL (Rev. 1) Amend. 1 Page 5-94



Par. 466
466  Default Determination

A

Rule Every participant shall receive a determination not later than 60 calendar days after
submitting CCC-502. If COC cannot make an initial determination within the
required 60 calendar day period, the producer will receive and be notified of a
"default determination”.

B

Notification Thisis an example of aletter notifying the producer of a default determination.

Example

[Letterhead] Riverside County FSA Office
Box 123

Anytown, CA 92201

Date

Ms. Becky Montana, President
Montana Farms, Inc.

P.O.Box 3

Anytown, CA 92201

Dear Ms. Montana:

The Orange County FSA Committee did not complete its review within 60 calendar days of the date CCC-502 was
filed in the county office. Therefore, you will receive the determination that you sought for 200 provided the
information given accurately reflects your farming operation. Montana Farms, Inc., will be considered (insert the
correct determination response). For example - a"person” for payment limitation purposes, separate and distinct from
any other individua or entity.

If it is subsequently determined that the farming operation was not conducted as indicated on the CCC-502, the
determination sought by you will no longer automatically apply, and a more restrictive determination may be applied.

[Give appeal rights according to 1-APP.]

Sincerdly,

Tom Jones
County Executive Director

1-24-03 1-PL (Rev. 1) Amend. 40 Page 5-95



Par. 467
467  Proper Determination

A
Rule A "default determination” does not relieve COC from making a proper

determination. If the proper determination is different from the "default
determination,” notify the producer:
o of the proper determination

o*_-that FSA will honor the "default determination” for the current year if
the operating plan is followed exactly.

Note: The proper determination will apply:

« for the current year, if it is determined that the farm operating plan
is not followed exactly as presented--*

« for the following year, if the operation is exactly the samein the
following year.

Continued on the next page
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Par. 467
467  Proper Determination (Continued)

B
Notification Thisisan example of aletter notifying the producer of proper determination after
Example default determination.
* -
[Letterhead] Orange County FSA Office

Box 123
Anytown, CA 92680

Date
Ms. Sandra Fields
P.O. Box 3
Anytown, CA 92680
Dear Ms. Fields:
By letter dated , we notified you that is (are) considered to be a"person” for

(year), separate and distinct from any other individual or entity.

The Orange County FSA Committee has completed a more thorough review of the farm operating plan for (year) and
found the original determination to be incorrect. |If there are no changesin your operation for (year) and subsequent
years, this revised determination will be effective for those years.

Based on the information submitted, the Committee determined that

Based on these understandings, the Committee has determined that

As stated above, this revised determination does not affect the determination given you earlier for thisyear. However,
the determination will be effective for (vear) if no changes are made for that year.

This revised determination is based on the facts as submitted. Any unrevealed circumstances could require the
application of amore restrictive rule.

[Give appeal rights according to 1-APP.]

Sincerely,

F. Amos
County Executive Director
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Par. 468
468 Notification L etters

A
Introduction Use the notification lettersin this paragraph as a guide when notifying producers
about "actively engaged in farming" and "person” determinations.
B
Letter for an Thisisan example of aletter notifying the producer of COC determination.
Individual
* -
(Letterhead) Grant County FSA Office
Canyon Blvd.
John Day, OR 97845
Date
Mr. Red Ott
455 Ott Road

John Day, OR 97845

Dear Mr. Ott:

The Grant County FSA Committee has completed its review of your farm operating plan for (year).

Based on the information submitted, the committee determined the following:

* youare"actively engaged in farming" as an individual

e youareone"person” for payment limitation purposes, separate and distinct from any entity or any other individual

» these determinations will remain in effect for the current and subsequent years and you will not be required to file a
farm operating plan unless a change occurs that would affect the determination.

Note: A husband and wife are considered 1 “person” for payment limitation purposes, unless they specifically request
and are determined to be separate “ persons’ from each other.

This determination is based on the facts as submitted. Y ou are responsible for promptly notifying County FSA Office of
any change that would affect these determinations. Any unrevealed circumstances could require the application of amore
restrictive rule.
[Give appeal rights according to 1-APP.]

Sincerely,

Jean Juniper
County Executive Director

*

Continued on the next page
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Par. 468
468 Notification Letters (Continued)

C
Letter for an Thisisan example of aletter notifying the producer of COC determination for an
Entity entity.
* -
[Letterhead] Grant County FSA Office

Canyon Blvd.
John Day, OR 97845

Date
Mr. Red Ott, President
Juniper Valley Farms, Inc.
John Day, OR 97845

Dear Mr. Ott:

The Grant County FSA Committee has completed its review of your farm operating plan for (year) for Juniper Valley
Farms, Inc. Based upon the information submitted, the committee understands that Juniper Valey Farms, Inc., isa
properly chartered corporation having 2 stockholders owning no more than 50 percent of the stock. Corporate interests
areasfollows:

Individual/Entity ID Number Percent Interest
Red Ott 544 45 7854 50
Susan Farr 544 45 7855 50

Based on these understandings and the information submitted on CCC-502, Farm Operating Plan for Payment Eligibility
Review and CCC-501B, Designation of "Permitted Entities', the committee has determined the following:

e thecorporation is"actively engaged in farming"

* thecorporation is considered a"person” for payment limitation purposes, separate and distinct from any other
individual or entity

«  both stockholders designated the corporation as a permitted entity; therefore, 100 percent of any payment earned,
within the applicable payment limitation, will be paid

* these determinations will remain in effect for the current and subsequent years and you will not be required to file a
farm operating plan unless a change occurs that would affect the determination.

This determination is based on the facts as submitted. Y ou are responsible for promptly notifying County FSA Office of
any change that would affect these determinations. Any unrevealed circumstances could require the application of a
more restrictive rule.

[Give appeal rights according to 1-APP.]
Sincerely,

Jean Juniper
County Executive Director
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Par. 468
468 Notification Letters (Continued)

D
Letter for a Thisisan example of aletter notifying the producer of COC determination for a
Combined Entity ~ combined entity.

*

[Letterhead] Booker County FSA Office
Box 123
Anytown, NE 68841
Date

Ms. Samantha Johnson, President

Johnson Farms, Inc. (Underlined areas represent language to be developed

Box 3 specific to each case)
Anytown, NE 68841

Dear Ms. Johnson:

The Booker County FSA Committee has completed its review of the farm operating plan for (year) for Johnson Farms,
Inc.

From the information submitted, the committee understands that Johnson Farms, Inc. is a properly chartered corporation
having three stockholders. The stockholders and their share of outstanding stock are as follows

Individual/Entity ID Number Percent Interest
Samantha Johnson 462 53 4890 33
Herb Johnson 483 34 5674 33
Jim Smith 386 45 9923 34

Herb and Samantha Johnson are hushand and wife and together own more than 50 percent of the outstanding stock.
Therefore, Mr. and Ms. Johnson are considered as one "person", together, with the corporation. All earnings of
Samantha Johnson, as an individual; Herb Johnson, as an individual; and all earnings of the corporation, must be charged
against one limitation.

Jim Smith is considered as a separate "person” for earnings he has as an individual.

*

Continued on the next page
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Par. 468
468 Notification Letters (Continued)

D

Letter for a
Combined Entity
(Continued)

Based on these understandings, the Committee has determined that Johnson Farms, Inc., is actively engaged in a
farming operation and there are 2 "persons’ for payment limitation purposes. They are:

1 Samantha Johnson, as an individual
Herb Johnson, as an individual
Johnson Farms, Inc., a corporation.

2 Jim Smith, asan individual.

This determination is based on the facts as submitted. You are responsible for promptly notifying County FSA Office of
any change that would affect these determinations. Any unrevealed circumstances could require the application of a
more restrictive rule.
[Give appeal rights according to 1-APP.]

Sincerdly,

John Smith
County Executive Director
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Par. 469
469  Shell Documentsfor Notification L etters

A
Introduction Use shell documents to mail alarge number of letters with the same information to
different producers. When establishing these letters, do the following:
* update the Payment Limitation Review Register after COC’s determination, if
applicable
¢ create aquery containing producer information from the Payment Limitation
Review Register
* prepare shell documents for specific purposes.
B
Updating the Update the Payment Limitation Review Register after COC'’s determination and
Register before mailing the notification letters, if applicable. Follow this table to update the
register.
IF the producer ... THEN follow paragraph... | * * *
was entered on the register for the 437. * ok ok
first time in the current year
filed CCC-502 in a prior year and filed | 438. * ok ok
anew CCC-502 because of changesto
farming operation

Continued on the next page
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Par. 469
469  Shell Documentsfor Notification L etters (Continued)

C

Rule Enter the date the letter isto be mailed in the "Date Notified" field before printing
the shell documents.
"Code Letter" is the notification letter code that will be assigned to a specific
letter.

D

Creating Query Create a query that contains the producer’s information as recorded on the
Payment Limitation Review Register. Follow this table when creating the query.

Step Action

1 Access the Query Screen.

2 ENTER "A.MA.R?M" for the file name. Enter the last digit of the applicable year to process
where the question mark is placed.

*--Example:  ENTER "A.MA.R2M" if the 2002 Payment Limitation Review Register--*
data is needed.

Note: Change"A" to "B", etc., for each additional county on system, if applicable.
3 ENTER "QRPRADJ1" for the library name.

4 On the Select and Sequence Fields Screen, include the field names that will be used in the
shell document.

Notes: At aminimum, ENTER "FORMAT" as afield name.

Other field names may be used in the body of the letter, such as"COCDTE".

5 On the Select Records Screen, enter the following:

**--COC Notice Date EQ 020304
+ Typeof Letter EQ 06.

Note: Replace the "020304" and "06" with the numbers that were entered on the--*
Payment Limitation Review Register.

Continued on the next page
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Par. 469

469  Shell Documentsfor Notification L etters (Continued)

E

Shell Document Shell documents are letters that can be used with queries. Shell documents allow
County Offices to mail the same letter to many producers with different addresses.
When using shell documents, do the following:

prepare shell documents for the specific needs of the County Office using the
sample letters inparagraph 468 as a guide

o*_-include the "Code Letter" number assigned for different shell

documents in the shell document name

Note: See the definition of "Code Letter" in paragraph 436}

Example: If the"Code Letter" number for aletter to be mailed to an
individual is"01", the document name might be "NOTIF01".

change the "Code Letter" number in the query each time a notification letter
with a different format is used

change the "Date COC Action" in the query each time the date of the
notification changes

Note: Seethe definition of "Date COC Action" in--*
paragraph 436]

see DW/36 Online Information Tutorial, Sections 11.4.1.4.1 and 11.4.1.4.2,
for help in merging the query with the shell document.

470-480 (Reserved)

5-27-94
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Par. 481
Subsection 6  Filing

481 Oveview

A
Introduction This subsection provides instructions for the filing and maintenance of payment
eligibility and payment limitation documents.
B
In This The following paragraph is included in this subsection.
Subsection
Paragraph Title Page
482 Filing Payment Limitation Documentation 5-122
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Par. 482
482  Filing Payment Limitation Documentation

A

Introduction County Offices shall file applicable payment limitation documentation received
from the producer and other County Offices.

B

How to File County Offices shall file this documentation:

e inseparate folders
» aphabetically by producer.

483-493 (Reserved)
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Par. 494
Section 3 (Reserved)

494-513 (Reserved)
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514 Overview

A
I ntroduction

B
Responsibilities

C
Reviewing
Procedure

8-14-91

Par. 514
Section 4 DD Responsibilities

DD’s are responsible for monitoring all COC determinations for correctness and
timeliness. DD’s shall also monitor County Office actions resulting from the
COC determinations.

DD’sshall:
 verify that needed determinations are being made

» review asufficient number of COC payment limitation determinations to
ensure that the determinations are correct

« ensure that determinations are made within the 60 calendar day period by
reviewing with the County Office the proper procedure to record the filing of
CCC-502' s on either the manual or automated CCC-503B.

DD’sshall ensure that COC’s and County Offices are correctly implementing
procedure for "actively engaged in farming” and "person” determinations.

DD’ s shall review the following procedure with COC’s and County Offices each
year.

Procedure Reference
"Actively engaged” determinations Part 2, Section 7
"Person" determinations Part 2, Section 6
Processing determinations Part 5, Sections 1 and 2

Continued on the next page
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Par. 514
514  Overview (Continued)

D
In This Section The following paragraphs are included in this section.
Par agraph Title Page
515 Monitoring COC Determinations 5-167
516 Corrective Action 5-168
517 DD Disagreement With COC Determination 5-170
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Par. 515
515 Monitoring COC Deter minations

A

Introduction *--DD shall monitor COC initial, end-of-year, scheme or device, and default
determinations to ensure that proper and timely--* determinations are made.

B

Initial DD shall review initial COC determinations to ensure that COC has timely:

Deter minations
« made determinations that properly considered:

« gignificant contributions
e commensurate contributions
o "person" determinations
« and properly notified producers of determinations

« and adequately monitored determinations for multiple county producers.

Caontinued on the next page
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Par. 515
515 Monitoring COC Deter minations (Continued)

C
End-of-Year DD shall review anumber of cases selected for end-of-year review to ensure:
Deter minations

* reviewsare madein atimely manner

» casesfor review were properly selected

documentation was sufficient to support the determination

correct determinations were made based on documentation provided.

Note: DD’sare encouraged to review documentation before COC determination.
In al cases, DD should review before producer is notified of the outcome

of the review.
*__
Scheme or DD shdll:
Device
Deter minations » provide assistance to COC, as appropriate

« concur with COC’ s determination of scheme or device before the producer is
notified of the determination

e initial COC determination in COC minutes.--*
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516  Corrective Action

Par. 516

A

Introduction If DD review of COC determinations or County Office handling of the
determinations reveals errors or other problems, DD shall take immediate and
appropriate action.

B

Guidelines DD shall determine the magnitude of the situation when errors or problems are

discovered. Based on the magnitude, DD shall determine how to provide
assistance to correct the situation.

DD shall use thistable to decide the best way to handle the situation.

IFtheerror or
problemis...

THEN...

isolated to a small
number of cases

review with COC or County Office the correct
procedure and corrective action, if applicable.

widespread

» review with COC or County Office the correct
procedure and corrective action

o contact State Office specialist to determine
whether additional action, such astraining, is
necessary.

recurring after DD’s
guidance to correct

contact State Office specialist for assistancein
correcting the situation.

Continued on the next page
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Par. 516
516 Corrective Action (Continued)

C
Subsequent After subsequent visits to the County Office, DD shall review to determine
Review whether:
» errors or problems have been resolved
e COC or County Officeisfollowing procedure.
D

Report to State DD shall be prepared to report to STC or State Office any errors or problems
Office encountered in the district.
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Par. 517
517 DD Disagreement With COC Deter mination

A

Introduction DD’ s do not have authority to overrule COC determinations.

B

Disagreement on If a disagreement on the determination cannot be resolved at the local level, DD
Deter mination shall:

e submit the case with all documentation to STC for a determination
+ transmit the file with a memorandum containing a short narrative explaining:

« why COC determination is believed to be incorrect
+ DD’srecommended determination.

518-528 (Reserved)
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529 Overview

A
I ntroduction

B
In This Section

8-14-91

Section 5 STC Responsibilities

Par. 529

STC and State Office specialist are responsible for providing guidance and
training for County Offices, COC'’s, and DD’ s to properly implement the
procedures contained in this handbook.

The following paragraphs are included in this section.

Paragraph Title Page
530 STC Responsibilities 5-186
531 State Office Specialist Responsibilities 5-189
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Par. 530
530  STC Responsibilities

A

Introduction STC has authority over COC'’s, County Offices, DD’s, and State Office specialist
to implement the payment limitation program.

B

Responsibilities STC shall:
e assign a State program specialist the program responsibility
» resolve questioned COC determinations
» establish adate by which end-of-year reviews must be completed
» establish adate for submitting end-of-year review report

» determine whether COC’ s followed procedure to determine that an interest of
less than 10 percent will be considered substantial beneficial interest

» beresponsiblefor reviewing* * * casesinvolving initial determinations of
"persons’ and "actively engaged in farming” for * * * joint operations
consisting of 6 or more members.

Continued on the next page
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Par. 530
530 STC Responsibilities (Continued)

C
STC Authority STC may take any action authorized or required to be taken by COC which is not
taken by that committee. STC may also:

» correct, or require COC to correct, any action taken by that committee which
is not according to the provisions of the program

« require COC to withhold taking any action which is not according to this

handbook.
D
Assigning STC shall assign a State program specialist the overall responsibility for the
Program day-to-day administration of payment limitation determinations.
Specialist
E

Questioned COC  STC shall resolve determinations that are questioned by DD. STC shall complete
Deter minations this responsibility by reviewing material submitted by DD according to
| paragraph 517

Continued on the next page
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Par. 530
530 STC Responsibilities (Continued)

F
End-of-Year STC shall specify adate by which all end-of-year reviews must be completed
Reviews within the State. STC shall take into consideration the following:

+ different dates may be established for specific areas within the State

e an action, such as marketing of a crop, may not be completed at the time of the
review

Note: Do not consider the determination incorrect smply because the action
is not completed by the established date.

« some factors to be considered may require verification beyond the
STC-established completion date

Note: The end-of-year review should be completed to the extent that
followup actions are known and schedul ed.

» thedatefina paymentswill be made.

Note: This paragraph shall be supplemented by each State Office to specify dates
by which end-of-year reviews shall be completed.
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Par. 531

531  State Office Specialist Responsibilities

A
I ntroduction

B
Training

*--C
Technical
Assistance

9-23-94

The State Office speciaist is assigned the overall responsibility for the day-to-day
operation of the payment limitation program within the State. The State Office
specialist shall:

e providetraining
e provide technical assistance
e accumulate reports.

The State Office speciaist shall train COC, DD, and County Officesin the
procedures of the payment limitation program. Each year, the State Office
specialist shall assess training needs within the State and provide training as
necessary.

The State Office specialist shall provide technical assistance to all--*
levels within the State by:

e assisting with reviews of any determination questioned by DD

» oObtaining assistance of OIG, if appropriate, for scheme or device
determination

« following up on DD reports of improper or insufficient COC determinations

Continued on the next page
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Par. 531
531 State Office Specialist Responsibilities (Continued)

C
Technical e preparing cases, as necessary, for STC determinations
Assistance
(Continued) » selecting a sufficient number of CED’ s and program assistants to serve as
members of district teams to conduct end-of-year reviews.
Notes: Review team members shall not participate in the review of producers
who operate in the same county that employs the review team member.
The State Office specialist shall oversee progress and adequacy of
findings by requiring reports, as appropriate.
D
Accumulating The State Office specialist shall:
Reports

« monitor the number of "default determinations’ made by each County Office

» be prepared to provide a cumulative report of the total number of "default
determinations” in the State to DAFP, if requested

« require areport of end-of-year reviews from each County Office on
CCC-502EY R, according to paragraph 706,

Continued on the next page
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Par. 531

531 State Office Specialist Responsibilities (Continued)

E
Required
Determinations

3-14-94

State Offices shall:

« makeinitial determinations of "persons" and "actively engaged in farming" for
* * * joint operations receiving payment with 6 or more members

* % %

¢ not make "person” determinations for all other farming operationsin which
the producer isinvolved as an individual or member of ajoint operation or
entity.

Notes. The State Office shall only determine whether the producer is a
combined or separate "person” from any other individual or entity.

The control County Office shall make all other "person” and
"actively engaged in farming” determinations according to
[paragraph 414

Example: Producer is 1 of 6 members of ageneral partnership. The producer
also is a stockholder of a corporation.

The State Office shall only determine whether the producer is a
combined or separate "person” from the corporation or any
other individual or entity.

The designated control County Offices shall make all other
"person” and "actively engaged in farming" determinations for
the corporation.

Continued on the next page
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Par. 531

531 State Office Specialist Responsibilities (Continued)

F
Priority of
Determinations

G

Required Action
for
Determinations

Determinations shall be sorted to prioritize determinations involving newly filed
CCC-502' s and operations with payments exceeding $40,000.

If the volume of determinations preventstimely determinationsin all cases,
producers shall receive a default determination according tq paragraph 466!

State Offices shall:

« notify applicable producers of determinations made according to this
handbook

« notify designated control county for the producer of determinations
« maintain CCC-503B for determinations made by State Office

» conduct end-of-year reviews for determinations required to be made by State
Office.

532-547 (Reserved)

8-14-91
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Par. 548
Section 6 Washington Responsibilities

548 Overview

A
Introduction Washington has the overall responsibility for program administration.
B
In This Section The following paragraph isincluded in this section.
Paragraph Title Page
549 Genera Responsibilities 5-212
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Par. 549
549  General Responsibilities

A

General *--[7 CFR 1400.2] The provisions of this handbook shall be administered--*

Supervision under the general supervision and direction of the Executive Vice President, CCC
and the Administrator, FSA.

B

DAFP Authority  *--[7 CFR 1400.2 (d)] DAFP may take any action authorized or required--*
to be taken by either COC or STC which is not taken by that committee. DAFP
may also:

» correct or require COC or STC to correct any action taken by that committee
which is not according to the provisions of the program

» require COC or STC to withhold taking any action which is not in keeping
with provisions of this handbook.

550-561 (Reserved)

2-18-97 1-PL (Rev. 1) Amend. 34 Page 5-212



Part 6 (Withdrawn--Amend. 31)

Section 1 (Withdrawn--Amend. 31)
562-568 (Withdrawn--Amend. 31)
569 (Withdrawn--Amend. 27)
570-580 (Reserved)

Section 2 (Withdrawn--Amend. 31)
581-593 (Withdrawn--Amend. 31)
594-604 (Reserved)

Section 3 (Withdrawn--Amend. 31)
605-610 (Withdrawn--Amend. 31)
611-622 (Reserved)

Section 4 (Withdrawn--Amend. 31)

623-625 (Withdrawn--Amend. 31)

1-24-03 1-PL (Rev. 1) Amend. 40

Par. 562
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Par. 626
*--Part 6.5 AGI

626 Overview
A Introduction

This part provides instructions and uniform methods for State and County Offices to
determine:

» the adjusted and average AGI for program participants

» acceptable certifications from program participants

» compliance with AGI requirements for payment eligibility

* commensurate reductions of payments if AGI requirements are not met
» program payments and benefits subject to AGI requirements

» data-sharing compliance information with other agencies.--*
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Par. 627
627  Average AGI Limitation

A Rule

*--[7 CFR 1400.600] Anindividual or entity shall not be eligible to receive--*
certain program benefits during a crop, program, or FY if both of the following apply:

» theaverage AGI of theindividual or entity exceeds 2.5 million

» lessthan 75 percent of the average AGI is derived from farming, ranching, or forestry
operations.
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Par. 628

*1-628 Applicability of Average AGI Limitation

A Applicability to Programs and Benefits

[7 CFR 1400.600 (c)] Effective for FY’s 2003 through 2007, program benefits--*
subject to this provision include the following:

» direct and counter-cyclical payments

» marketing loan gains

« LDPs

» conservation and environmental quality incentive programs as specified under the

following:

» Farm Security and Rural Investment Act of 2002, Title |
» Food Security Act of 1985, Title XI1.

*--Note:

Thisincludes all benefits, cost-share payments, easements, and rental payments
under programs such as:

Conservation Corridor Demonstration Program
Conservation Reserve Program

Conservation on Private Grazing Land
Conservation Security Program

Desert Terminal Lakes

Environmental Quality I ncentives Program
Farm and Ranchland Protection Program
Grasslands Reserve Program

Great Lakes Basin Program for Soil Erosion and Sediment Control
Wetlands Reserve Program

Wildlife Reserve Program

» any other program that this provision is made applicable by statute and regulation.--*

10-14-03
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Par. 628
*--628 Applicability of Average AGI Limitation (Continued)--*

A Applicability to Programs and Benefits (Continued)
Exceptions: The following are not subject to this provision:

» benefits earned by States, counties, and other municipalities, and Indian
Tribes

» CRP contracts and other multi-year agreements approved and effective
before October 1, 2002

* paymentsto vendors for technical services or assistance provided in
conjunction with programs under the following:

» Farm Security and Rural Investment Act of 2002, Title |
* Food Security Act of 1985, Title XI1.

10-14-03 1-PL (Rev. 1) Amend. 41 Page 6.5-4



Par. 629

629 AGI Definitions and Deter minations

A Déefinitions

2-26-04

[7 CFR 1400.601] AGI isfor an:

* individual, the amount reported to IRS on the appropriate tax filing documents as AGI
* entity, the comparable measure as provided in this handbook.

Average AGI for the individual or entity isthe average of AGI, or comparable measure, of
the individual or entity over the 3 tax years immediately preceding the year for which
benefits are requested.

Note: Exclude any year(s) that the individual or entity did not have income or had AGI
considered as zero.

Income from farming, ranching or forestry operations is income derived from producing
crops, livestock, or unfinished raw forestry products.

Note: Include income from:

» saleof land (including easement rights and development rights) used for farming,
ranching, and forestry operations

» sale of farm water rights

» rental of land used for farming, ranching, and forestry operations

» commercial hunting fees on land used for farming, ranching, and forestry

» saleof farm equipment subject to depreciation expense as reported to the IRS
» Federal agriculture and conservation program payments.

Exclude income from the following:

* processing, packaging, or packing

» transporting

» commission from marketing for others

* investment income even if invested funds came from farming, ranching, or
forestry.
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Par. 629
629 AGI Definitions and Determinations (Continued)

*--A  Definitions (Continued)

Income from fishing includes amounts received from catching, taking, harvesting,
cultivating, or farming aquatic resources such as fish, shellfish, crustacea, and other aguatic
forms of animal or vegetable life. (IRS Publication 595, Tax Highlights for Commercial
Fisherman.)

B Sourcesof Income Data
Income from farming, ranching, and forestry operationsis:

* recorded on the IRS Schedule F, Form 4835, or comparable form, as allowed by
applicable tax code

» reflected in and attached to Form 1040 or other appropriate income tax return filed by the
individual or entity with the IRS for tax purposes.

Income from fishing is:

* isrecorded on the IRS Schedule C, or Schedule C-EZ, or comparable form as allowed by
applicable tax code

» reflected in and attached to Form 1040 or other appropriate income tax return filed by the
individual or entity with the IRS for tax purposes.

C Determinations
Income reported by the individual or entity to the IRS on the Schedule C, Schedule C-EZ,
Schedule F, Form 4835, or a comparable form, will be acceptable to FSA as income derived
from farming, ranching, forestry, and fishing operations for AGI compliance purposes.

The reviewing authority shall defer to these information sources for AGI compliance
determinations for questionable cases.--*

2-26-04 1-PL (Rev. 1) Amend. 43 Page 6.5-6



Par. 630
630  Certification of Average AGI

A Certification

To comply with the AGI requirement for the applicable crop year, an individual or entity
shall provide one of these items:

» astatement by a certified public accountant or an attorney that the average AGI does not
exceed the limitation

« CCC-526

«*--the appropriate document or form when AGI certification is part of the application for a
specific program. (Sed Exhibit 6.)--*

An individual or entity with multi-county farming interests is required to submit only

1 average AGI certification; and it may be submitted in any County Office in which an

interest is held. However, the control County Office shall make any required AGI

compliance determinations. This data shall be shared in the same manner as other payment

eligibility and payment limitation determinations. 1f AGI compliance determination is

adverse, the producer notification shall be issued from the committee of the control County

Office with associated appeal rights. See 1-APP.

Certifications are required for all individual and entities, including embedded entities to the
fifth level to determine compliance.

Notes: Use CCC-502's as a guide to determine the certifications required.
Substantial beneficial interest rules do not apply.
POA may be used to complete certification statements.
Lack of required certification will result in payment ineligibility.

The certification must be submitted according to the deadlines established by the applicable
programs and before issuing any benefit subject to these provisions.
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Par. 630
*--630 Certification of Average AGI (Continued)

B Example of CCC-526

This form Is available electronically.

CCC-526 U.S. DEPARTMENT OF AGRICULTURE 1A. County FSA Office or Service Center Address (/nciude Zip Gode)
(10-15-03) Commadity Credit Corporalion

PAYMENT ELIGIBILITY
AVERAGE ADJUSTED GROSS INCOME CERTIFICATION

1B. Teleéphone Number-finciide . Area-Code):

The authority to colject the following information is Pub, L. 107-171. This. authority allows for the.cdllection-of information without pricr-OMB @pproval
mandated by the. Paperwork Reductionr Act 6f 1995.

NOTE: Tha following re made in with the Privacy Act of 1974.(5USC 552a), -as amended. The Farm Security and -Rural Investment
Actof 2002 (Pub. L. 1 07- 171), and the regulations-at 7-CFR Part 1400, as amended, authorize the collection of the information required by ibjs
certification. The information-will be used to es{abhsh payment ehg:b:hty ivaccordance with the requirements.of the law for.applicants who are

requesting program benefits subject to these Pri jont is voluntary; however, Tailure to'furnish the requested informatiors
will result in & determination of ineligibitity-for program beneﬂts Tms information may be used by.and provided to other agenc;es IRS, Depar!mem of
Justice, other State or Federal law énfor ahd-inre tq ordets of a-court magistrate, ar ir¥is ive tivunal. Al
provided herein is sibject to verification by the Commodl(y Cmdlt Corporahan As provided.in various stahutes: failure fo provide rué and correct
mmrmahon may résult in civil suitor.crirminal alfies.of pursuit-of other remedies. PLEASE-RETURN THIS.
COMPLETED FORM TO YOUR COUNTY-FSA OR SERVICE CENTER OFFICE
A Individual or Enfity's'Name and Address- (Include Zip Code} 3. Program Year

4. Identification Number-(SSN or Tax 1D No))

2B. Telephene Number (Inciude Area Code}:

te a certification of

By signing this form, | acknowledge that:

all definitions, requirements, and examples on Page 3 of this form were reviewed;

this: certification of average adjusted gross income is true and comrect, and will. be considered a continuous certification through 2007, unless changes
of revisions are submitted;

itis my respensibility to timely notify FSAIn writing of any changes In.the farming, ranching or forestry operation, or financiai status that may affect this
certification;

evidence such as’tax records, certified public aceountant’s certification, or-other documentation may be required to:validate this certification.

5. Type of Operation (Check One)

[ mdividual (Complete Itein’6) [7] Limited Partnership, Limitet Liability Company, Limited Liability
O . 7 Partnership or Simitar-Enlity. (Complefe item9)
Trust or Estate (Complete ltem

] Comoration (Complete ftesn 8) [] Tax-Exempt.or Non-Profit Organization (Compiete-ftem 10)

6. Individual For individuals thet file the IRS Form 1040, specific ines on’the form represent the adjnsted gross income and the income from farming,
ranching or forestry operations. The income from farming, ranching or forestry is dértved from the schedule ¥, IRS form 4835 or-comparable. form.

A. The average of the adjisted gross income, as spécified on the IRS Form 1040 (or siniilar item on IRS Forms for YES T—J NG D
individuals) for the applicable 3 years, was $2.5 million or less —

If "NO”, proceed to Ttem 6B,

=

. The average of the amount reported to be ffom farming hing, or forestry operations on.the IRS Form 1040-(or YES D NG D
similaron Form {040A or 1040EZ) for the applicable years, was atleast 75 percent of the amourit represented as
adjusted gross income on the Form 1040.(ar comparable.-ameunt on Form 1040A or F040EZ).

C. Signeture Fate (MM-DDEYYYY)

The U.S. Dapariment of Agriculure (USDA) prohisds discrimiration in all ks programs and activiios on fhe basis of race, cofor, national ongin, gerder, refigion, 4ge, disabity;
poitticel buliefs, s'xull ommmn end mantal or family Ratus. (Not all prohibiled bases apply fo af ). Persons with who_reguire. rimans for
i (Bmt.‘b large print, audiolape, efc.) shoukd contacdt USDA's TARGET Center at (202)- 720" 26‘00 {voke amf TDD), To filea complaint of

discrimination, wrh USDA Director, Office.of Chvil-Rights, Roonr 326-W, Whitten Building, 1400 , SW,
{voice or TDD). USDA is an equél opportunty provider aid employer.

, DC.:20250-9410 or cali (202) 720-5964
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Par. 630
*--630 Certification of Average AGI (Continued)

B Example of CCC-526 (Continued)

ontinuation)

7. Trust or Estate For a trust or estate, the adjusted gross income is the total income and charitable contributions reported to IRS on the IRS Form 1041,
of comparable forms. Theincome for farming, ranching and forestry-is derived fromi the:Schedule F, IRS form 4835 or coiiparable: form.

A. Theaverage of the adjusted gross income as-defined gbove, and-reporied to the IRS.forthe applicable 3 years, was ~ YES D NO D
$2.5 million or l¢ss.

If "NO", proceed to Item 7B.

B. The average of the amount represented to-be from farming, hing, oz forestry operations as reported to.the TRS: YES ]:] NO I:]
fot the applicable years, was at1éast 75 percent of the amount uged for 7A abive.

C. Signature Date (MM-DD-YYYY)

8. Corporation. Fora corporation, the-adjusted gross income.is the total of the final taxable mcome and . chaiitable confributions ;epoxted t
IRS on Form 1120, or comparable forms. The income from: farming, ranching andfomst:yls derived from the Séhedule F, IRS form 4835 of
comparable forn.

A, Theuverage of the adjusted gross ificome as defined above and reported fo-the IRS for the applicable 3 yeare, was  YES | ] wNo [ ]
$2.5.million or less.

If"NO", proceed to Item 8B.

B. The average of the. amount rep d to.be from farmi hing, or forestry operations asreported to the IRS YES D NO D
for the applicable yesis, was af least 75 percent.of the aniount of used for 8A dbove.

C.” Signature : " \Date (MM-DOYYYY)

9. Limited Parinership (LP), Limited Liability Company (LLC); Lifited Liabftity Parinership (LLP) of Siniar Eatity Fotdn LP; LLC o LLE;.
the adjusted gross income is the total income from trade-or business activities plus gnaranteed payments to the members-as reported to the IRS. The
income from farming, raviching and forestry is. derived from the:Schednle P, IRS foini 4835 or ¢omparable form:

A. The average of the adjusted gross income as- defiried above and reported to-the IRS for the applicable 3 yoars, was  YES [ | wNo [}
$2.5 million or less.

If "NO*, proceed to Item 9B.

B. The average of the-amonnt represented to be from farming, ranching, or forestry operations asteported to the (RS YES [ | No []
for the applicable years, was at least 75 percent of the umountnsed for 94 dbove.

C. Signature Date (MM-DD-YYYY)

10. Tax-exempt or Non-profit Organization. For a tax-exempt and-non-profit organization, the adjusted gross inicome 18 the unrelated business taxable
income excluding-any income from non-commercial activities as reported to the IRS. Theincome from farming, ranching and forestry would be
derived from the schedule ¥, of IRS forni-4835 or comparable form.

A. The average of the adjusted gross income as defined above and reperted.to-the IRS for the applicatile 3 years,was  YES D NO [:l
$2.5 million-or less.

If"NO", proceed to Item-10B.

B. The average of the. amount d to be from fasming hing or forestry i astepoited tothe IRS for ~ YES [ | nNo [ ]
the applicable years, wasg at least- 75 percent of the-amount nsed for I0A above.

C. Signature Date {MM-DD-YYY'Y)
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Par. 630
630 Certification of Average AGI (Continued)

B Example of CCC-526 (Continued)

TEE-528 (Page 3 of 3) (10-15:03)

AVERAGE ADJUSTED GROSS INCOME'

The Farm Security. and Rural Investment Act of 2002 included average adjusted gross income.as.a payment eligibility requirement: .Any individual or entity
requesting.certain 2003 through 2007 program payments will be subject to this provision. Any individual or-entity that s determined tahave an average
adjusted gross income,.as defined, thatis less:than.75 percent from famming, ranching.or forestry operations and that exceeds $2,5 million will be inefigibie for
any covered benefit during the applicable year.

DEFINITIONS AND OTHER INFORMATION

Average Adjusted Gross Income meansthe average of the adjusted gross income or comparable measure of the individual or entity over the preceding:
3tax years.. Forinstance; if 2003 programbenefits are requested, fhie tax years for average adjusted gross income determination would be 2002, 2001 and
2000.

Entity meéans a corporation, joint stock cofmpany, associgtion, liritéd partnership, charitable organization, or similar entity, inctuding ‘any. stieh entity oF
organization participating inthe operalion as'a partner in a.general parinership, & participant in a joint venture, a grantor in'a revocable trust, of asa
participant in:a similar entity, as determined by the. Secretary.

The maniverin which the Adjusted Gross'Incorme ¢an be deteitniried for an’ entity can beé found in the regutations at.7-CFR Parft 1400;

Commensurate Reduction means that any covered benefit Issued to.an entity, general partnership, or joint venture shall be reduced by an amount that'is
commensurate with the direct-or indirect. ownership interest the:entity, general partnership; or joint venture of each individual-whodoes rot comply with:the
adjusted gross revenue requirement.

Certification of Compliahce means that an individual or entity shall provide €ither a certification by a centified public. accountant that the average adjusted
gross income does nof exceed the requirement; or provide information and dociimentation regarding the adjusted gross income through other procedures
established by the Secretary.

Income from farming, ranching or forestry means income derived frony producing crops; livestock, or unfinished raw forestry products:
Special Rules for Cestaln Indlvidual and Entitles are. applicable to those-entities:that.are not reguired to file a taxretum, and individuals-and entities that
did not have taxableincome in.one or more tax years-used to defermine the 3-year average.. Please consult with personnel at your local FSA office or
sepvice center for more information.

EXAMPLES

Situation 1 - Joe Smith requests benefits from the Direct and Counter-Cyclical Payment Program and from-a Conservation Reserve Program contract
approved efféctive for 2003, Mr. Smith's.average adjusted gross income exceeds $2.5 million and was all from farming and livestock: operations

Determination - At least 75 percent.of the aveérage adjusted gross income was received from farming, ranching and ferestry operetion's. Therefore,
Mr. Smith.complies with the adjusted gross income requirement and is eligible for thé program benéfits requested.

Situation 2 - Grace Jones is a share rent landowner and requests benefits from the Direct and Counter-Cyclical Payment Program on a cantract with her
tenant.. Ms, Jonesaverage adjusted gross incorne was l€ss than $2:5 million and-over 75 percent was from nori-agriculturdl interests.

Determination - Less than 75 percent of the-average adjusteq gross income was from farming, ranchingand forestry, butthe amount was less than'$2.5
million. Therefore, Ms. Jones is eligible for the program benefits requested.

Sttuation 3 - William Davis is a share tent landowner and requésts benefits from the Direct and Counter-Cyclical Payment: Program on a contract with his
tenarit, Mr. Davis" average adjusted gross-income was greater than $2.5 miflian and over 75 percént was from non-agricultural scorces,

Determination - Less than 75 percent of the average - adjusted gross.income was from farming, ranchifig-and.forestry; and exceeds $2.5 million. Therefore;
Mr. Davis is ineligible for the program benefits.requested.

Situation 4 - Mark Johnson is a'25 percent stockhalder in.Johnson Famns, Inc. dohnson Famms requests behefits from the Direct and Gouriter-Ciclical
Payment Program. The average-adjusted gross income Jor Johnson Farms was-all from farming and ranching. The average adjusted gross income-for each
of the stockholders-was mostly from non-agricultural sources and the amounts were fess than'$2:5 million with the: exception of Mark.

Determination - Any program benefit issued to an-entity, general partnership, or joint operation shall be reduced by an amount commensurate with the direct
orindirect ownership interest of an individual or éntity who has an ‘average adjusted.gross income in excess.of $2.5 mitlion. Therefore, Johnson Farms is
eligible for the-benefits requested, butreduced by the 25 percent, which represents the' interest heid by Mark
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Par. 631

631 Rulesfor Special Cases

*--A  Acceptable Documentation

10-14-03

For an individual or entity that does not have tax records or is not required to file tax returns,
acceptable forms of documentation of AGI may include, but are not limited to the following:

» financial statements

» annual public financial disclosures

» annual budgets and statement of operations

» other documentation as deemed acceptable by the reviewing authority.

Churches, Clubs, Fraternal Organizations, Societies, and Similar Associations

Individuals who attend a church or belong to a club, fraternal organization, association, or
similar type of entity that is requesting payments or benefits:

* do not hold an ownership interest in the entity
» arenot required to submit an AGI certification for the entity to meet AGI provision.

Multi-year Contracts and Agreements

For program contracts and agreements that extend more than 1 crop, program, or fiscal year,
the average AGI determination will:

» be based onthe 3 tax years preceding the year for which the contract or agreement is
approved

» apply for the entire term of the contract or agreement.--*
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Par. 631
631 Rulesfor Special Cases (Continued)

*--D Succession-in-Interest
The average AGI limitation does not apply to multi-year contracts, such as a CRP contract,
that were effective before October 1, 2002. The average AGI provision was not part of the
original contract or agreement when executed.

If succession occurs to a multi-year contract or agreement that was effective:

* before FY 2003, the successor(s) will not be subject to AGI provisions on this contract
or agreement

- for FY 2003 or subsequent years, the successor(s) will be subject to AGI provisions on
this contract or agreement.--*
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Par. 632

*1-632 Determination of AGI and Average AGI

A Determining Adjusted AGI--*

Determine AGI according to the following table.

I F certification isby...
an individual filing a
Separate tax return

an individual filing ajoint
tax return

acorporation, including
subchapter S corporation

alimited liability
partnership, limited
partnership, limited
liability company, or
similar type of
organization

an estate or trust

atax-exempt or non-profit
organization

THEN AGI isthe...

amount reported as AGI on the final Federal tax return for the
individual for the applicable year.

full amount reported as AGI on the final Federal tax return for
the applicable year.

Exception: A certification is provided by a certified public
accountant or an attorney that specifies what the
amounts would have been if separate tax returns
would have been filed for the applicable year.

total taxable income plus the amount of charitable contributions

as reported on the final Federal tax return for the applicable
year.

income from trade or business activities plus the amount of

guaranteed payments to the members as reported on the final

Federal tax returns for the applicable year.

adjusted total income plus charitable deductions as reported on
the final Federal tax return for the applicable year.

unrelated business taxable income as reported to IRS less any
income that CCC determines to be from noncommercial
SOurces.

Note: Seg Exhibit 10|for examples of IRS tax return forms.

10-14-03
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Par. 632
*--632 Determination of AGI and Average AGI (Continued)

B Determining Average AGI (Continued)

Determine the average AGI according to the following table:

|F determination isfor an: THEN average AGI is:

* individua the average of AGI, including losses for the 3 tax years
immediately preceding the applicable crop, program, or

* entity in businessin fiscal year.

existence for all of the
applicable 3-year period Note: Thisincludes entities not required to file a
Federal tax return, or an entity that did not have
taxable income in 1 or more years of the
applicable 3-year period.
entity not in business for al of  the average AGI, including losses, for only those years in
the applicable 3-year period the base period that the new entity was in business.

*
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Par. 632

*--632 Determination of AGI and Average AGI (Continued)

C Rulefor “New” Entity

A new entity shall not be considered “new” to the extent that it takes over an existing
operation and has any elements of common ownership or interests with the preceding entity,
or individuals and entities, with an interest in the “old” entity.

Theincome of the “old” entity will be averaged with the income of the“ new” entity for
the base period if any of the elements of commonality are present.

Example for 2003:

Example for 2004:

10-14-03

Twin Farms Corporation (TFC) is comprised of John Smith (50
percent) and John Smith (50 percent).

The average AGI from the years 2000, 2001, and 2002 for TFC was $3
million and less than 75 percent was derived from farming, ranching,
or forestry operations.

TFC was determined ineligible for 2003 program benefits as a result of
exceeding the average AGI limitation. TFC had $3 million in AGI for
2003.

Smith LLC is comprised of John Smith (5 percent), Joe Smith (5
percent), and TFC (90 percent).

Smith LLC takes over the farming operation previously represented as
that of the TFC.

The average AGI for Smith LLC for 2004 payment eligibility purposes
will be $3 million, the average of AGI of Smith LLC and TFC for the
years 2001, 2002, and 2003. Smith LLC isineligible for 2004
program benefits subject to the average AGI limitation.--*
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Par. 633
633 Selecting Casesfor Review

A Selecting Cases
Reviews for compliance with AGI requirement may:

* beinitiated by COC or STC representative
* Dbe selected on a nation-wide basis by DAFP.

B Verifying Compliance
Information necessary to verify compliance includes but is not limited to the following:

» Federal and State income tax returns

» financial statements

» balance sheets

* reports prepared for other government agencies

» information prepared for a private lender

» other credible information of income for the qualification period.

Note: Federal and State income tax information may be requested by the reviewing
authority if that is the only means to establish compliance with AGI provisions.

The reviewing authority shall make every effort to safeguard the confidentiality of the
information provided.

Note: Information provided by program participants to verify compliance with the
provisions of this part shall not be subject to any requests submitted under FOIA.

C Notification of Selection
Program participants selected for review shall be notified in writing of:

» the nature and reason for the review

» suggested sources and types of information most helpful

» the established deadline to submit the information

» consequences of failing to timely provide the requested information.
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Par. 633
633  Selection of Cases for Review (Continued)

D Failureto Provide Information

Failure to timely provide correct and accurate information to establish compliance with AGI
requirement will result in any of the following:

» ineligibility for all program payments subject to this requirement for the applicable year
» required refund of all such program benefits affected
» possible civil suit or criminal prosecution.

If requested information is not timely provided:

» notify the program participant of the ineligibility for payments from the affected
programs

» include appeal rights according to 1-APP.
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Par. 634

634 Commensurate Reduction

A

Commensurate Reduction of Payments

*--[7 CFR 1400.603] Any payment and benefit earned by an entity or joint--*

10-14-03

operation shall be reduced by an amount that is commensurate with the direct and indirect
interest of any member or shareholder who either:

* isdetermined to have an average AGI in excess of the limitation
» failsto timely submit a certification statement.

Ownership interest in an entity shall be reviewed to the fifth level, if applicable, to determine
applicable commensurate share reductions.

Note: If at the fifth level the ownership interest is not held by an individual, then that share
represented by such interest is not be eligible for payment or benefits.

The reduction in payment and benefits applies to:

» the crop, program, or fiscal year
» all program payments and benefits to which AGI applies.
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Par. 635
635 Average AGI and NRCS Program

A Data-sharingwith NRCS
NRCS:

» administers some programs for which payments and benefits subject to the average AGI
l[imitation are issued

* hastheresponsibility of program coordination and delivery.

FSA has the responsibility for the data collection and determination of AGI compliance for
those program participants.

Upon request from NRCS, FSA will supply AGI compliance data for the participants
specified in that request.

If the participant is on FSA records as a program participant in FSA administered programs,
FSA will provide the following:

* AGQGI certification statement submitted by that producer

* acover letter that states whether thisindividual or entity was considered in compliance
with AGI, based on the information provided

» screen print of the eligibility file that shows the ‘value’ set for the corresponding AGI
compliance determination for the producer.

This certification will be continuous for subsequent years unless the participant revises such
certification, or FSA determines otherwise.

If astatement is not on file:
» FSA will request such certification from the such program participant
* FSA will make the corresponding AGI compliance determination

» provide same notice as specified above.

636-649 (Reserved)
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Par. 650
*-Part 7 End-of-Year Reviews

650 Oveview

A

Introduction Theinitial determinations required by this handbook are made by the reviewing
authority based on the producer’s certification of the farming operation as
represented on CCC-502 and supporting documents.

To maintain the integrity of payment limitation and payment eligibility
provisions, end-of-year reviews are conducted to ascertain that farming operations
were carried out as represented when initial determinations were made.

B
In ThisPart The following sections are included in this part.

Section Title Page
1 Selection and Notification 7-2

Documentation 7-31

2
3 Conducting Reviews 7-56
4 Reports 7-181
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651 Overview

A
I ntroduction

B
In This Section

1-23-92

Par. 651
*1-Section 1 Selection and Notification

This section provides instructions for selecting and notifying producers of the
end-of-year review.

The following paragraphs are included in this section.

Par agraph Title Page
651 Overview 7-2
652 Selection Process 7-3
653 Producer Notification 7-5

654-660 Reserved
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Par. 652

652  Selection Process

A
Introduction

B
Judgmental
Selection

C
Required Spot
Checks

5-16-97

Producers selected for an end-of-year review may be chosen for the following
reasons:

* ajudgmental selection by DAFP
¢ arequired spot check
* an additional case selected for review by the reviewing authority.

A judgmental selection is performed on a nationwide basis to select producers for
review using criteriaincluding, but not limited to:

» therestructure of afarming operation in the past year by the addition of a new
partner, deletion of a partner, change in stockholders, etc.

* theformation of a new farming operation in the past year

* acomparison of farming operations to determine whether an individual is
involved in more than 1 operation

« farming operations earning more than a specified dollar amount.

A default determination made according ta paragraph 466 must be selected as an
end-of-year review if the proper determination made according to paragraph 467
differed from the default determination.

*--Note: Determinations involving FSA employees are required to be selected--*
for review only if selected according to this paragraph.

Continued on the next page
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Par. 652
652  Selection Process (Continued)

D
Additional Cases  Inaddition to those cases which are judgmentally selected, or otherwise required
to be selected, the following cases will also be selected for end-of-year review:

* any case which the reviewing authority has reason to believe the farm
operating plan was not followed as represented

* any cases considered necessary by a State Office representative to maintain
program integrity.

E

Timing Complete end-of-year reviews by the date established by STC, according to
End-of-Year paragraph 530

Reviews

F

Waiver State Offices may waive judgmentally selected end-of-year reviews under the
Authority for following circumstances:

State Offices

« farming operations involving only a husband and wife

o*_-farming operation was previousy reviewed in the last 3 years, did not--*
receive an adverse determination, and the reviewing authority has no reason to
believe there has been changes which affect the original determination

« farming operation is an entity with no embedded entities and members do not
have other farming interests receiving program payments

« farming operations with all land meeting the landowner exemption
« farming operation did not participate in any program in the year selected.

Notes: State Offices shall include the number of any waived judgmentally selected
reviews in the remarks sections of the final CCC-502EY R.

Any waiver request not within State Offices approval authority may be
sent to DAFP, along with adequate justification to support the request.
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Par. 653

653  Producer Notification

A

Introduction After being notified, the producer is responsible for providing requested
documentsin atimely manner. This paragraph contains information to be
included in the producer notification letter and explains what the producer must
do after receiving the notification letter.

B

Producer Producers who are required to submit documents shall be notified about their
Notification selection for an end-of-year review no later than 90 calendar days before the end-
of-year review completion date established by STC according td paragraph 530l

The notification letter shall contain the following:

purpose of the end-of-year review
documents required to be submitted

the requirement to submit documents to the County Office within 30 calendar
days

actions that will be taken if documents are not submitted

notification that the producer will receive results of the end-of-year

*--review when the review is complete.--*

12-28-95

Continued on the next page
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Par. 653
*--653 Producer Notification (Continued)

C
Producer It isthe responsibility of the producer to submit requested documents within
Responsibility 30 calendar days from the date requested.

Note: It isrecognized that some requested documents, such as crop sales
documents, may not be available when the producer submits other
documentation. The producer must submit all documents that are
available at thetime. The reviewing authority shall schedule followup
action to obtain additional information if necessary.--*

Continued on the next page
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Par. 653
653  Producer Notification (Continued)

D
Sample Thisis an example of aletter notifying a producer of being selected for an
Notification end-of-year review.
Letter
* -
[Letterhead] Any County FSA Office

502 Spotcheck Ave.
Some City, US 55555

Date

Wandering Brook, Inc.
Fred Friendly, President
777 Lucky Day Road
Some City, State 55555

Dear Mr. Friendly:

Y our farming operation has been selected for a 200X payment limitation and payment eligibility end-of-year review.
End-of-year reviews are conducted annually on a number of farm operating plans submitted by producers. Initia
payment limitation and payment eligibility determinations are made based on the producer’s certification of how the
farming operation will be conducted for the year.

To ensure overall program integrity, it is necessary that actual farming operations be reviewed and documented.
Accordingly, your farming operation will be reviewed to determine whether the farming operation was carried out in
200X as represented on the CCC-502, Farm Operating Plan for Payment Eligibility Review, on which theinitial
payment limitation and payment eligibility determinations were based.

[ Delete the following paragraphs that are not applicable to the producer.]

To verify capital contributions, documents and information are required as follows:

»  operating loan documents

» income and expense ledgers
» canceled checks for expenditures, such as.

o fertilizer
* Seed
e fud

» equipment leases and purchases

» land leases and purchases

» hired labor and management

» any other farming operation expenditures.

*

Continued on the next page
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Par. 653
*--653 Producer Notification (Continued)

D

Sample
Notification
Letter
(Continued)

To verify land contributions, documents and information are required as follows:

» lease agreements

« salescontracts

property tax statements

« canceled checks associated with land.

To verify equipment contributions, documents and information are required as follows:

*  eguipment listings

» lease agreements

»  purchase contracts

+ canceled checks associated with equipment.

To verify labor contributions, documents and information are required as follows:

+ documentation of who provided actual labor contributions and type of |abor
+ employeetime sheets or books, if applicable
» canceed checksfor hired labor, if applicable.

To verify management contributions, documents and information are required as follows:

» documentation of who provided actual management contributions and specific duties
» canceled checks for hired management
» documents showing signature of individual involved in management, such as:

+ canceed checksfor significant purchases
» loan documents

» lease and purchase agreements

+ sdlesdocuments.

Other documents and information necessary to make a complete review includes, but is not limited to, the following:

»  crop sales documents

» warehouse ledgers

+ ginledgers

» corporation papers, including documentation of share ownership

*

Continued on the next page
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Par. 653
653  Producer Notification (Continued)

D

Sample
Notification
Letter
(Continued)
*

»  partnership agreements or articles of partnership
» trust agreements

» lega documents and contracts

» accounting records

e  court records

e crop insurance documents.

Please provide the requested information to this office within 30 calendar days of the date of this letter. We will
photocopy and return the documents and written information you submit. Copies of the documents and information
will be forwarded to the individual (s) who will be conducting the actual review and documenting their findings.
The (Any County FSA Committee or Sate FSA Office, as applicable) will then make determinations based on
findings-of-fact supported by the documents and information you provide. Therefore, it isimportant that you
provide complete and accurate documentation.

Y ou may also be contacted for an interview to obtain additional information and clarification concerning
contributions to the farming operation and transactions about the farming operation. During the interview, you may
be requested to provide access to additional records.

Upon completion of the review, you will be notified of the results of the review and any further action required.

If, within 30 calendar days of the date of this |etter, you have not provided adequate documentation for the
reviewing authority to make its findings and determinations, you will be:

» determined indigible for the 200X crop, program or fiscal year benefits
» notified of the revised determination, and given appeal rights

» required to refund payments earned as a result of the previous payment digibility and payment limitation
determination.

Thank you for your cooperation. If you have any questions, please contact this office.

Sincerdly,

James E. Cricket
County Executive Director

654-660 (Reserved)
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661 Overview

A
I ntroduction

B
In This Section

1-23-92

*.-Section 2 Documentation

Par. 661

Producers selected for the end-of-year review must provide adequate documents
for the reviewing authority to determine that the farming operation was carried out
as represented when initial determinations were made.

The following paragraphs are included in this section.

Par agraph Title Page
661 Overview 7-31
662 Required Documentation 7-33
663 Failure to Provide Documentation 7-37
664-670 Reserved
o
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Par. 662

*1-662 Required Documentation

A

Introduction This paragraph contains instructions for obtaining documents to verify the entries
made on CCC-502.

B

What to Verify The reviewing authority must obtain adequate documents to verify that:

inputs used to determine significant contributions to the farming operation
were significant

contributions were commensurate with claimed shares of the farming
operation

contributions were at risk
the "person” determination is correct

"permitted entity" designation was proper based upon ownership shares of an
entity

Note: Thisappliesonly to entities where individuals were required to
designate "permitted entities.”

land ownership has been accurately reported when the landowner rules were
used in the origina determination

any other pertinent factors used in making the original determination are
substantiated.

C

Filing Evidence County Office personnel shall photocopy documents obtained during the end-of -
year review process. File the photocopies with other payment limitation
documents. It may not be necessary to photocopy all documents received,
however, a sufficient number should be filed to support the determination made
by the reviewing authority.--*

1-23-92

Continued on the next page
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662 Required Documentation (Continued)

D

Examples of
Required
Documents

Par. 662

Adequate documentation is required to verify whether contributions are
commensurate and significant. This table lists examples of documents used to
verify these contributions.

Contribution

Examples of Documents

Capital

Operating loan documents
Income and expense ledgers
Canceled checks for expenditures, such as:

o fertilizer

e sSeed

e chemicals
o fud

e equipment leases and purchases

» land leases and purchases

« hired labor or management

» other farming operation expenditures

Land

L ease agreements

Sales contracts

Property tax statements

Canceled checks associated with land

Equipment

L ease agreements

Purchase contracts

Equipment listings

Canceled checks associated with equipment

5-16-97

1-PL (Rev. 1) Amend. 35

Continued on the next page
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Par. 662

662 Required Documentation (Continued)

D

Examples of
Required
Documents
(Continued)

Contribution

Examples of Documents

Labor

« Employee time sheets or books
» Canceled checksfor hired labor

Management » Canceled checks for hired management
» Documents showing signature of person involved in management.
Examples:  Canceled checks for significant purchases

L oan documents

L ease and purchase agreements

Sales documents
E
Examples of Other documents that may be needed to make a complete review could include,
Other but are not limited to, the following:
Documents
Needed » crop sales documents

« warehouse ledgers

o ginledgers

« corporation papers, including documentation of share ownership

e partnership agreements or articles of partnership

o trust agreements

» legal documents and contracts

e accounting records

» court records

«*--crop insurance documents.--*

Note: The reviewing authority shall not request income tax returns from
producers. However, income tax returns may be accepted to make the
determinations if the producer voluntarily provides them.

4-18-96 1-PL (Rev. 1) Amend. 32 Page 7-35
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Par. 663
663 Failureto Provide Documentation

A

Introduction Producers selected for an end-of-year review must provide the reviewing authority
with requested documents. This paragraph explains the adverse actions that will
be taken if a producer does not comply with this requirement.

B

Documentation A producer’ s failure to submit end-of-year review documentation shall result in

Not Provided the following actions.

|F the producer ... THEN the producer shall be...
o refusesto providethe » determined not "actively engaged in
requested information *--farming” for the year of the review and
al later years until eligibility can be
» doesnot provide re-established--*
information within 30
calendar days « notified of the revised determination,

and given appeal rights

» required to refund payments earned as a
result of the previous "actively engaged
in farming” determination, according to
the applicable program handbook.

Note: Follow 58-FI for issuing the
initial notification letter.

Note: This determination does not require
COC action.

Note: The reviewing authority may extend the deadline to provide information if
merited by unusual circumstances.

Continued on the next page
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Par. 663
*--663 Failureto Provide Documentation (Continued)

C
County Office After aproducer is determined not "actively engaged in farming”, County Offices
Action shall update the:

« "actively engaged” eligibility records through the eligibility file or the entity
file
« automated CCC-503B.--*

664-670 (Reserved)

1-23-92 1-PL (Rev. 1) Amend. 5 Page 7-38
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*--Section 3 Conducting Reviews

671 Overview

Par. 671

ﬁltroduction This section provides the required action and worksheets to be used to conduct
end-of-year reviews.
B
In This Section The following paragraphs are included in this section.
Paragraph Title Page
671 Overview 7-55
672 Responsibilities 7-57
6/3-676 Reserved
677 Checklist of Documents Received 7-69
678 End-of-Y ear Review Checklist 7-73
679 Worksheet 1, Capital Contribution 7-81
680 Worksheet 2, Equipment Contribution 7-87
681 Worksheet 3, Land Contribution 7-93
682 Worksheet 4, Combination of Capital, Equipment, and Land Contributions | 7-103
683 Worksheet 5, Active Personal Labor Contribution 7-107
684 Worksheet 6, Active Personal Management Contribution 7-113
685 Worksheet 7, Combination of Active Personal Labor and Active Personal 7-119
Management Contributions
686 Worksheet 8, Substantive Change 7-123
687 Worksheet 9, "Persons' and Other Determinations 7-129
688-697 | Reserved
698 Worksheet 20, Summary of Findings 7-161
699-704 | Reserved
o
1-23-92 1-PL (Rev. 1) Amend. 5 Page 7-55
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Par. 672

672 Responshbilities

A
I ntroduction

Review Teams

C

Deter minations
by Initial
Reviewing
Authority

9-16-93

This paragraph provides guidelines for required action for conducting end-of-year
reviews.

Members of the review team, established according ta paragraph 531, shall:

« completethereview of all cases according té paragraph 652

«*--obtain additional documentation directly from producers whenever
it is needed to determine that actual farming operations are or are not in
compliance with approved farm operating plans

« document end-of-year review conclusions and make recommendations for
action by the initial review authority.--*

The reviewing authority that made the initial determination for the
*--producer selected for end-of-year review shall:

« thoroughly review conclusions and recommendations submitted by the review
team

» collect any additional information needed to make an informed
determination.--*

Note: If the State Office made the initial determination for the producer, the
State Office shall make the end-of-year review determination.

Continued on the next page
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672 Responsibilities (Continued)

Par. 672

D
Required Action Follow thistable to determine required action and responsibility.
and
Responsibility
Step Action Responsibility
1 Producer selection o*--Judgmental selection: DAFP--*
o All other cases: initial reviewing
authority
2 Producer notification Initial reviewing authority
3 Accumulation of requested information Producer’ s designated control County
Office
Note: Documents shall be copied and
returned to the producer.
4 Assigning and coordinating reviews State Office specialist
5 Reviewing documents and fact findings Review team member or members under
the supervision of the State Office specialist
6 Determination and producer notification Initial reviewing authority
7 End-of-year reports » Designated control County Office
o State Office
Continued on the next page
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Par. 672
672 Responsibilities (Continued)

E
Discrepancies Follow thistable if discrepancies with the farm operating plan are discovered.
| F a discrepancy is discovered that... THEN notify the producer of...
does not affect the original determination * * * the discrepancy and confirm the original
determination.
affects the original determination » thenot "actively engaged in farming"

determination or other revised determination

« theamount of paymentsto refund, if
applicable

Note: See58-Fl.

+ the producer’s appeal rights.

673-676 (Reserved)

5-16-97 1-PL (Rev. 1) Amend. 35 Page 7-59
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Par. 677
*--677 Checklist of Documents Received

A
Checklist Use this checklist to indicate the documents submitted by the producer and initial
and date.
If acontribution or determination is not applicable, ENTER "v" beside N/A.
Name of Case ID No.

Contribution
or Initials
Deter mination Documentation Required and Date

Capital __N/A
e _ Operating loan documents

e _ Income and expense ledgers

. Canceled checks for expenditures, such as:

__ fertilizer

_Seed

__ chemicdls

_ fud

__equipment leases and purchases

__land leases and purchases

__livestock and livestock related purchases
__ hired labor or management

__other farming operation expenditures
specify:

Land __ N/A
__ Lease agreements

___Sdescontracts

__ Property tax statements

___ Canceled checks associated with land
__ Other

specify:

*

Continued on the next page
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Par. 677
*--677 Checklist of Documents Received (Continued)

A
Checklist
(Continued)
Contribution
or Initials
Deter mination Documentation Required and Date
Equipment __N/A
e _ Leaseagreements
e Purchase contracts
e __ Equipment listings
e _ Canceled checks associated with equipment
e __ Other
specify:
Labor __N/A
e __ Employee time sheets or books
e Canceled checksfor hired |abor
e __ Other
specify:

*

Continued on the next page
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Par. 677
677  Checklist of Documents Received (Continued)

A
Checklist
(Continued)

Contribution

or Initials
Deter mination Documentation Required and Date
Management __N/A

__ Canceled checks for hired management
__Loan documents

__ Lease and purchase agreements

__ Sdlesdocuments

__ Other

specify:

Commensurate

__ Program documents
specify:

__ Crop sales documents

__ Warehouse ledgers

__Ginledgers

__ Corporation papers, including ownership share

__ Partnership agreements

__ Trust agreements

__ Legal documents and contracts

__Accounting records

e __ Court records

o*--_ Crop insurance documents--*

e __ Other

specify:

4-18-96 1-PL (Rev. 1) Amend. 32 Page 7-71
(and 7-72)



Par. 678
678 End-of-Year Review Checklist

A
Checklist Follow the stepsin thistable to conduct end-of-year reviews. Attach documents
and additional information as appropriate.
Name of Case ID No.
Initials
Step Process Action and Date
1 Producer Indicate how the case was sel ected:
selection

«*--__ judgmental selection by DAFP--*
e _  required spot check
« _ other case required by the reviewing authority.

2 Producer Date of letter notifying producer of selection:

notification

Note: The requested documents and information were
provided by the producer on

Continued on the next page
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678 End-of-Year Review Checklist (Continued)

Par. 678

A
Checklist
(Continued)
Initials
Step Process Action and Date
3 Initial Review documents and information initially provided by the
review of | producer to determine whether an interview with the producer
information | isrequired.
*--Note: Producers shall be interviewed before making end-
of-year determinations unless the reason for not
interviewing the producer is obvious and
adequately justified in writing.--*
Isinterview with producer required? _ Yes _ No
o Ifyes
» date the producer was notified
e gotostep4.
e If no:
e givejustification for not interviewing the producer
e gotosteps.
Continued on the next page
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*--678 End-of-Year Review Checklist (Continued)

A
Checklist
(Continued)

Par. 678

Step Process

Action

Initials
and Date

4 Producer
contact

Interview the producer(s) or representative of the selected case
and obtain details of the farming operation and the method of

operation for the crop year.

Note: Consider interviewing separately (without farm
manager or principal spokesperson) those producers
that are suspected of knowing nothing about the

farming operation.
Date of producer interview

Generdl interview information

» Indiscussing the farming operation, does the producer’ s(s')
description of the operation differ with other available

information? __Yes _ No

Note: If yes, explain.

» |f applicable, advise the producer(s) that accounting
records will need to be reviewed and the lending agency of
the producer(s) may need to be contacted to verify

financing information.

1-23-92

*

1-PL (Rev. 1) Amend. 5

Continued on the next page
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*--678 End-of-Year Review Checklist (Continued)

Par. 678

A
Checklist
(Continued)
Initials
Step Process Action and Date
5 Determine Was the total value of farming operation determined?
value of _Yes __No
farming
operation » If yes, how was the value computed?
« |If no, how were significant contributions determined?
6 Determine Determine whether all producers of the selected case made
significant the significant "left-hand" and/or "right-hand" contribution
contributions | as determined by the reviewing authority when making the
initial determination.
Notes: Complete worksheets 1 through 7 as applicable.
See 1-PL, [paragraphs 679|through[688]
If the producer does not meet the requirements
for the factors listed by COC, determine
whether other factors would qualify the
producer.
Continued on the next page
1-23-92 1-PL (Rev. 1) Amend. 5 Page 7-76



Par. 678
678 End-of-Year Review Checklist (Continued)

A
Checklist
(Continued)
Initials
Step Process Action and Date

7 Determine *--Review documentation provided by the producer to
commensurate | support contributions. Determine whether the--* producer’s
and at risk contributions are commensurate with the claimed share of

contributions | profits or losses from the farming operation and at risk.

Sed paragraphs 156 through 1591

Note: If provided, review the producer’s tax return to
determine whether income or loss was distributed
according to the claimed interest in the farming
operation.

Are the producer’ s contributions commensurate with the
claimed share of the profits or losses from the farming
operation? __Yes _ No

o If yes, explain and justify.
* If no, explain and justify.

8 Determine Based on the information reviewed, determine whether the
"persons’ "person” determinations were correct.

Complete worksheets 8 and 9, as applicable. See

aragraphs 686/ and[687/

Continued on the next page
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*--678 End-of-Year Review Checklist (Continued)

Par. 678

A
Checklist
(Continued)
Initials
Step Process Action and Date
9 Determine Determine whether cash-rent tenant, foreign person,
applicability of | scheme or device, or other rules apply.
other rules | F rules needed for... THEN see...
cash-rent tenants paragraphs 171 through
foreign person [paragraphs 233 through[237]
scheme or device | paragraph 71
10 Summary of | Summarize findings on worksheet 20, and forward
findings documents and findings to initial reviewing authority.
Note: Seelparagraph 698
1-23-92 1-PL (Rev. 1) Amend. 5 Page 7-78
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Par. 679
*--679 Worksheet 1, Capital Contribution

A

Worksheet 1 Use this worksheet to determine whether capital qualified as a significant
contribution.

Name of Case ID No.

Was capital used asasignificant contribution? __ Yes __ No

» If yes, complete this worksheet.
« If no, go to worksheet 2.

Step Action

1 Determine how the capital used as a significant contribution was acquired.

Note: Check the appropriate block or blocks, and go to the corresponding step of this

worksheet.

__ Direct out-of-pocket input by individual, | __ Capital borrowed by individual, entity,
entity, joint operation, or members of joint operation, or member of joint
joint operation. operation.

Go to step 2. Go to step 3.

*

Continued on the next page
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Par. 679
*--679 Worksheet 1, Capital Contribution (Continued)

A
Worksheet 1
(Continued)

Step Action

2 Determinationsif direct out-of-pocket capital input

» |f the capital was funded by an individual, entity, or member of the joint operation, were
these contributions made directly to the farming operation?
~__Yes __No

Note: If no, explain.

« |If ajoint operation in which the capital is contributed by a member or members of the
joint operation rather than the joint operation itself, review member accounting records,
checks, and loan documents to determine amounts invested.

» Was each member’s contribution of capital commensurate with their share of the
operation? __Yes _ No _ N/A

Note: If no, other contributions may justify the claimed share of the operation

« Interview theindividual, entity representative, or member of the joint operation to
ensure that capital contributions were out of pocket if not adequately established by
documentation. Determine whether they borrowed the capital to provide their
contribution.

Was capital borrowed? _ Yes _ No

o |If yes, gotostep 3.
« |f no, goto step 4.

*

Continued on the next page
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Par. 679
*--679 Worksheet 1, Capital Contribution (Continued)

A
Worksheet 1
(Continued)

Step Action

3 Determination if capital was borrowed

If the capital contribution was borrowed:

« interview the producer to determine from whom the capital was borrowed, and annotate
the lender’s name

. indicatet ¢ cocitl bLtion | I

« review accounting records to determine whether the capital was contributed directly to
the farming operation

» arrange with the producer to contact the lender and review the loan file
» wastheloan acquired as aresult of aloan being made to, guaranteed by, or secured by
an individual, entity, member of ajoint operation or any other joint operation with an

interest in the farming operation? __Yes __ No

Note: If yes, the capital contribution may not qualify as a significant contribution.

*

Continued on the next page
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Par. 679

679 Worksheet 1, Capital Contribution (Continued)

A

Worksheet 1
(Continued)

Step

Action

* % %

* % %

4

Deter mination of significant contribution

Did the producer provide the initial reviewing authority an estimated expense report for the
year? __ Yes __ No

« If yes, verify that the contribution equals at least 50 percent of the estimated expenses.
« |If no, how did the reviewing authority determine that the individual’s or entity’s

contribution was equal to 50 percent of the total capital necessary to conduct the farming
operation?

Based on the review of the capital represented by the farming operation as qualifying, did
the farming operation or individuals meet the requirements for a significant contribution of
capital? __Yes __ No

» If yes, the farming operation has met its significant "left-hand” contribution.
e Ifno:

« thefarming operation has not met the requirements for significant "left-hand"
contributions without additional "left-hand" contributions

« gotosteps.

Summarize the facts involved in this determination, develop findings as appropriate, and go
to worksheet 2.

5-16-97
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Par. 680
*--680 Worksheet 2, Equipment Contribution

A

Worksheet 2 Use this worksheet to determine whether equipment qualified as a significant
contribution.

Name of Case ID No.

Was equipment used as a significant contribution? __Yes __ No

» If yes, complete this worksheet.
« If no, go to worksheet 3.

Step Action

1 Determine how the equipment used as a significant contribution was acquired.

Note: Check the appropriate block or blocks, and go to the corresponding step of this

worksheet.
__ Owned by an operation or itsmembers. | __ Leased by an operation or its members.
Go to step 2. Go to step 3.

*

Continued on the next page

1-23-92 1-PL (Rev. 1) Amend. 5 Page 7-87



Par. 680

*--680 Worksheet 2, Equipment Contribution (Continued)

A

Worksheet 2

(Continued)

Step Action
2 Equipment owned and contributed by individual, entity, or joint operation
« Didthefarming operation or its members own all of the equipment used in the farming
operation? __Yes __ No
Note: Review accounting or tax depreciating records, if provided, and other
information to confirm ownership of the equipment by the individual, entity, or
joint operation.
If no, did the producer own a sufficient amount of equipment to conduct the farming
operation and to meet the significant contribution requirement?
_Yes __No
« |f thefarming operation is conducted by an individual, entity, or joint operation, was the
equipment contributed directly to the farming operation by the individual, entity, or joint
operation? __Yes _ No _ N/A
If no, use of the equipment to qualify as a significant contribution is questionable.
Explain fully how the individual, entity, joint operation, or member of the joint
operation contributed the equipment.
Continued on the next page
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Par. 680

*--680 Worksheet 2, Equipment Contribution (Continued)

A

Worksheet 2
(Continued)

Step

Action

2

Equipment owned and contributed by individual, entity, or joint operation
(Continued)

* For equipment contributed to the farming operation, determine whether this equipment
was acquired as aresult of aloan. If the equipment was acquired as aresult of aloan,
was the loan made to, guaranteed by, or secured by any individual, joint operation, entity,
or member of ajoint operation that has an interest in the farming operation? __ Yes

No

* If no, equipment may be used as a significant contribution.

+ |f yes, obtain and copy information about the loan, and discuss with both the
producer and County Office to determine whether significant contribution
reguirements were violated.

Equipment leased and contributed by individual, entity, or joint operation

Determine what equipment was leased and from whom the equipment was leased. Obtain
copies of relevant lease documents and equipment listings.

Was the equipment leased from someone with an interest in the farming operation? __ Yes
__No

» If no, leased equipment may qualify as a significant contribution to the farming operation.

1-23-92

Continued on the next page
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Par. 680

680 Worksheet 2, Equipment Contribution (Continued)

A
Worksheet 2
(Continued)
Step Action
3 o Ifyes
* istheleased equipment necessary for a significant contribution of equipment?
__Yes _ No
Note: If no, explain fully and go to step 4.
o explain fully the interest of the lessor in the farming operation
* determine and explain how payments were made for the equipment.
Note: If the equipment was leased by the hour, day, or acre, payment basis must be
*--made in atimely manner. Review accounting records, checks, and billing--*
INVOICes.
Continued on the next page
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Par. 680
*--680 Worksheet 2, Equipment Contribution (Continued)

A
Worksheet 2
(Continued)

Step Action

3 Equipment leased and contributed by individual, entity, or joint operation
(Continued)

» were equipment lease payments properly paid? _ Yes _ No
« If no, goto step 4.
» If yes, was capital borrowed by the individual, entity, or joint operation from
any other individual, entity, or joint operation with an interest in the farming

operation? __Yes _ No

Note: If yes, explain how the farming operation paid for the cash-leased
equipment. Obtain and copy necessary documents to support the
finding.

If no, interview the producer and determine why |lease agreements were
not paid in atimely manner.

*

Continued on the next page
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Par. 680
680 Worksheet 2, Equipment Contribution (Continued)

A
Worksheet 2
(Continued)

Step Action

4 Deter mination of significant contribution

*--How did theinitia reviewing authority determine the total rental value of the--*
equipment?

Based on the review of the equipment used in the farming operation, did the equipment
qualify asasignificant contribution? __Yes __ No

» If yes, theindividual, entity, or joint operation has met the "left-hand" contribution
requirement.

» |f no, goto step 5.

5 Summarize the facts involved in this determination, develop findings as appropriate, and go
to worksheet 3.

11-23-92 1-PL (Rev. 1) Amend. 13 Page 7-92



Par. 681
681 Worksheet 3, Land Contribution

A

Worksheet 3 Use this worksheet to determine whether the land qualified as a significant
contribution.

Name of Case ID No.

Was land used as a significant contribution? __ Yes __ No

» If yes, complete this worksheet.
« If no, go to worksheet 4.

Step Action

1 Determine how the land used as a significant contribution was acquired.

Note: Check the appropriate block or blocks, and go to the corresponding step of this

worksheet.

__ Landowner: individual, | __ Landowner: ownedand | __ Crop-sharelease:

entity, or joint operation contributed by members individual, entity, or

of joint operation joint operation
Go to step 2.
Go to step 3. Go to step 4.

_ Cash-leased: individual, | __ Land contributed by

entity, or joint operation combination of methods
*--Go to step 5 and complete | Go to applicable steps.
worksheet 9.5.--*

Continued on the next page
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Par. 681
681 Worksheet 3, Land Contribution (Continued)

A
Worksheet 3
(Continued)

Step Action

2 Determinationsif land is owned by individual, entity, or joint operation

*--Obtain and review documents supporting ownership of land, such as deeds or other title
documents.--*

Note: If not available from the County Office, thisinformation should be filed with the
appropriate county court.

» Was ownership of the land established by the status date? __ Yes No

Note: If no, theindividual, entity, or joint operation cannot qualify under the
landowner provisions as "actively engaged in farming.”

« During the review of the deed and/or title documents, determine whether the land was
acquired by "Contract of Deed," "Deed of Trust,” "Land Contract,” or other similar
arrangement.

Note: Thisis considered to be acquired as aresult of aloan.

Continued on the next page
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Par. 681
*--681 Worksheet 3, Land Contribution (Continued)

A
Worksheet 3
(Continued)

Step Action

2 Determinationsif land is owned by individual, entity, or joint operation (Continued)

« Wasthisland acquisition guaranteed by, or secured by an individual, entity, or other
joint operation, including members, that have an interest in the farming operation? __
Yes _ No

Note: If yes, theland cannot qualify as a significant contribution to the farming
operation. Document and copy appropriate information.

« |If the landowner provision is used by ajoint operation holding title to the land, review
the joint operation agreement for dissolution of the operation.

Does this agreement provide that, upon dissolution, the title to the land owned or
proceeds from the sale of the land will revert to the individual members according to
their respectiveshares? _ Yes _ No

Note: If no, the landowner provisions cannot be used unless the regional attorney
advises that state law provides that, upon dissolution of the joint operation, the
land will be sold and the proceeds divided according to each member’s sharein
the joint operation and there is no documentation otherwise.

*

Continued on the next page
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*--681 Worksheet 3, Land Contribution (Continued)

A

Worksheet 3
(Continued)

Par. 681

Step

Action

3

Determinationsif land is owned and contributed by member or members of joint

operation

e Obtain and review the deed or other title documents for the land.

Note: If not available from the County Office, thisinformation should be filed with the

Was ownership of the land established before the status date?

appropriate county court.

—_Yes __No

Note: If no, theindividual, entity, or joint operation cannot qualify under the
landowner provisions as "actively engaged in farming."

« During the review of the deed and/or title documents, determine whether the land was
acquired by "Contract of Deed," "Deed of Trust,” "Land Contract,” or other similar

arrang

Note: Thisisconsidered to be acquired as aresult of aloan.

» Wasthisland acquisition guaranteed by, or secured by an individual, entity, or other
joint operation, including members, that have an interest in the farming operation? __

Yes

ement.

__No

e If no, go to step 4.

» If yes, the land cannot qualify as a contribution to the farming operation. Document
and copy appropriate information.

1-23-92

*
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Par. 681

681 Worksheet 3, Land Contribution (Continued)

A
Worksheet 3
(Continued)
Step Action
4 Determinationsif land is crop-share leased
¢ Obtain and review the lease agreements between the farming operation and the
landowner.
Does the lease agreement require a minimum cash payment? __ Yes __ No
Note: If yes, * * * determineif it isacash or share lease.
* Review the accounting records, crop settlement sheets, or other records and compare the
*--percentage division of proceeds to the percentage of division on applicable contracts and
applications.--*
* Wasthe landowner’s share of the production the same as reported to FSA?
__Yes __ No
Note: If no, discuss this with the producer to determine why the landowner’s share
was different than that reported.
* Wasthe land leased from someone with an interest in the farming operation other
thanasalandlord? __ Yes _ No
Note: If yes, explain.
Continued on the next page
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Par. 681
681 Worksheet 3, Land Contribution (Continued)

A
Worksheet 3
(Continued)

Step Action

5 *--Determinationsif land is considered cash-leased by individual, entity, or joint--*
operation

* Review CCC-502 and cash-lease agreements. Determine who the land was leased from
and if they had an interest in the farming operation.

Was the land leased from someone with an interest in any crop or crop proceeds in the
farming operation? __ Yes __ No

* % %

o |f the cash-leased land is owned and contributed by someone with an interest in the
farming operation, determine by interviewing the member or their representative and by
reviewing documents, if the land is mortgaged and if the loan to acquire the land was
made by, guaranteed by, or secured by, anyone having an interest in the farming
operation.

Note: A "Contract of Deed,"” "Deed of Trust," "Land Contract,” or other similar
arrangement is considered to be acquired as the result of aloan.

Continued on the next page

5-16-97 1-PL (Rev. 1) Amend. 35 Page 7-98



*--681 Worksheet 3, Land Contribution (Continued)

A

Par. 681

Worksheet 3
(Continued)

Step

Action

6

Deter mination of significant contribution

How did the reviewing authority determine total rental value of the land?

Note: Rental value will not be listed on CCC-502 unless the land is leased from someone

with an interest in the operation.

1-23-92

*

1-PL (Rev. 1) Amend. 5

Continued on the next page
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Par. 681
681 Worksheet 3, Land Contribution (Continued)

A
Worksheet 3
(Continued)

Step Action

6 Deter mination of significant contribution (Continued)

» Compare the land owned and leased by the farming operation and used to determine the
producer "actively engaged in farming" with all land operated by the farming operation.
Use the producer’ s CCC-502 and obtain other County Office records, such asthe
producer farm index and producer payment record, to identify all farms operated.

Did the producer operate more land than was initialy used by COC to make the
"actively engaged in farming” determination? __ Yes _ No

« If yes, determine and explain how the contribution was found to equal 50 percent of
theindividual’s or entity’ s commensurate share.

» Based upon this comparison of the land operated by the producer to the land initially
used by COC in making determinations, does the land owned and/or leased by the
farm operation qualify for inclusion as a significant contribution and have avalue
equal to at least 50 percent of the individual’s, entity’s, or joint operation’s
commensurate share of the total rental value of theland? _ Yes _ No

Note: If no, the individual, entity, or joint operation cannot qualify as "actively
engaged in farming" using land as its significant contribution.

7 Summarize the facts involved in this determination, develop findings as appropriate, and go
to worksheet 4.
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Par. 681.5
*1-681.5 Worksheet 3.5, Cash-Rent Tenant

A
Worksheet 3.5 Use this worksheet to determine whether the producer meets the cash-rent tenant
rule.
Step Action
1 If the producer is a cash-rent tenant, did the producer provide a contribution of active
personal labor to the farming operation? _ Yes _ No

« |If yes, complete worksheet 5 to determine if the contribution of active personal |abor
was significant.

» |If no, complete worksheet 2 and worksheet 6 to determine if the producer provided a
combination of significant contributions of equipment and management.

2 Upon completion of the applicable contribution worksheets, does the producer meet the
cash-rent tenant rules of [paragraph 1727 _ Yes __ No

« |If yes, complete step 3 and go to worksheet 9.

« |If no, determine the producer ineligible for payment on the cash-rented land. Complete

step 3 and go to worksheet 9.
3 Summarize the facts involved in this determination, develop findings as appropriate, and go
to workshest 9.
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Par. 682
*--682 Worksheet 4, Combination of Capital, Equipment, and L and Contributions

A

Worksheet 4 Use this worksheet to determine whether a combination of capital, equipment, and
land qualified as a significant contribution.

Name of Case ID No.

Was any combination of capital, equipment, and land used to qualify as a significant contribution?
Yes _ No

« If yes, complete this worksheet.
» If no, go to worksheet 5.

Step Action

1 If the contribution is a combination of the 3 "left-hand" inputs (capital, equipment, and
land):

» check the appropriate block or blocks and complete the applicable worksheets using the
30 percent contribution requirement to determine whether any rules have been violated
for the appropriate contributions

» (goto step 2 of thisworksheet after completing the appropriate worksheets.

__ Capita __ Equipment _ Land

Go to worksheet 1. Go to worksheet 2. Go to worksheet 3.

*

Continued on the next page
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Par. 682

*--682 Worksheet 4, Combination of Capital, Equipment, and L and Contributions (Continued)

A
Worksheet 4
(Continued)
Step Action
2 Deter minations
How did the reviewing authority determine that the combined contribution of "left-hand"
inputs was equal to 30 percent of the individual’s or entity’ s commensurate share of the total
value of the farming operation?
Does the actual contribution of the inputs equal to 30 percent of the individual’s or entity’s
commensurate share of the total value of the farming operation?
_Yes _ No
» If yes, the requirements for significant "left-hand" contribution have been met.
« If no, the requirements to be "actively engaged in farming" have not been met unless
exception applies.
3 Summarize the facts involved in this determination, develop findings as appropriate, and go
to worksheet 5.
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Par. 683
*--683 Worksheet 5, Active Personal Labor Contribution

A

Worksheet 5 Use this worksheet to determine whether active personal labor qualified asa
significant contribution.

Name of Case ID No.

Was active personal labor used as asignificant contribution? _ Yes __ No

» If yes, complete this worksheet.
« If no, go to worksheet 6.

Step Action

1 * Review CCC-502 and interview the individual or individuals contributing active
personal labor.

» Determine by interview or documentation if the individual or individuas indicated as
contributing labor know how many hours of labor it takes for the farming operation and
how many hours they provided.

» |Isthere any record of hours worked by the contributing individua or individuals? __
Yes _ No

Note: If yes, review and obtain copies to document the determination.

*

Continued on the next page
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Par. 683
*--683 Worksheet 5, Active Personal Labor Contribution (Continued)

A
Worksheet 5
(Continued)
Step Action
2 Isthisajoint operation? __ Yes _ No
o Ifyes

» determine whether labor, performed by a member of ajoint operation, was excluded
asacontribution

Note: If amember of joint operation is paid for any part of the contribution, the
contribution cannot be counted.

e review accounting records and determine whether salaries were paid by the joint
operation to any members.

e If no, goto step 3.

*

Continued on the next page
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Par. 683

*--683 Worksheet 5, Active Personal Labor Contribution (Continued)

A
Worksheet 5
(Continued)
Step Action
3 Determine whether the individual could have provided the labor reported on CCC-502.
e Wastheindividual living away from thefarm? __Yes __ No
« Didtheindividual correctly report hisor her residence to the County Office?
_Yes _ _No
Note: Consider interview with the individual (without manager or principal present), if
information indicates that it is doubtful the individual provided active personal
labor to the farming operation.
4 Review the payroll and accounting records.
Wastheindividual paid for labor? __ Yes _ No
e If no, gotostep 5.
» If yes, how much was the individual paid and who paid the labor cost?
Continued on the next page
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Par. 683
*--683 Worksheet 5, Active Personal Labor Contribution (Continued)

A
Worksheet 5
(Continued)
Step Action
5 Determine:
» how "draws' upon capital accounts were considered at the end of the year when the
profit or loss was disbursed
« forjoint operations, if commensurate shares were maintained for the members.
6 Compare the claimed labor contribution to the operation shown on CCC-502 with the
findings of actual contribution, and determine whether there is a significant difference.
7 Summarize the facts involved in this determination, develop findings as appropriate, and go
to worksheet 6.
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Par. 684
*--684 Worksheet 6, Active Personal M anagement Contribution

A

Worksheet 6 Use this worksheet to determine whether active personal management qualified as
asignificant contribution.

Name of Case ID No.

Was active personal management used as a significant contribution? __Yes _ No

» If yes, complete this worksheet.
« If no, go to worksheet 7.

Step Action

1 Review the description of management shown on CCC-502.

2 Isthisajoint operation? __Yes __No
o Ifyes

» determine whether management, performed by a member of ajoint operation, was
excluded as a contribution

Note: If amember of joint operation is paid for any part of the contribution, the
contribution cannot be counted.

» review accounting records and determine whether salaries were paid by the joint
operation to any members.

e If no, gotostep 3.

*

Continued on the next page
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Par. 684
*--684 Worksheet 6, Active Personal Management Contribution (Continued)

A
Worksheet 6
(Continued)

Step Action

3 If documentation does not adequately establish management contributions, interview the
individual (s) and discuss management.

e Doestheindividual(s) have knowledge of the farming operation commensurate with
claimed contribution of management? _ Yes __ No

o Asktheindividual(s) how the management duties performed help the profitability of the
farming operation.

« Compare the written description of management on CCC-502 with the individual’s
comments.

Note: Consider interview with individual (without manager or principal present), if
information indicates it is doubtful the individual provided active personal
management.

4 Has the individual (s) prepared written management reports during the year?
__Yes _ No

* If no, gotostep 5.
» If yes, review and obtain copies.

*

Continued on the next page
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Par. 684
*--684 Worksheet 6, Active Personal Management Contribution (Continued)

A
Worksheet 6
(Continued)
Step Action
5 Compare al the individua’s residences with the farm location.
Was onsite management provided? _ Yes _ No
» If yes, how often?
» |If no, how are management duties performed?
6 Determine:
» how "draws" upon capital accounts were considered at the end of the year when the
profit or loss was disbursed
« forjoint operations, if commensurate shares were maintained for the members.
7 Compare the reported management contribution to the operation with the review results, and
determine whether there is a significant difference.
8 Summarize the facts involved in this determination, develop findings as appropriate, and go
to worksheet 7.
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Par. 685
*--685 Worksheet 7, Combination of Active Personal Labor and Active Personal M anagement
Contributions

A

Worksheet 7 Use this worksheet to determine whether a combination of active personal labor
and active personal management qualified as a significant contribution.

Name of Case ID No.

Was a combination of active personal labor and active personal management used to qualify asa
significant contribution? __ Yes __ No

« |If yes, complete this worksheet.
» If no, go to worksheet 8.

Step Action

1 Review the description of labor and management shown on CCC-502.

Complete worksheets 5 and 6 to determine that the combination of active personal labor and
active personal management has a critical impact on the profitability of the farming
operation in an amount at least equal to the significant contribution of either consideration
when taken alone.

*

Continued on the next page
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Par. 685

*--685 Worksheet 7, Combination of Active Personal Labor and Active Personal M anagement

Contributions (Continued)

A
Worksheet 7
(Continued)
Step Action
2 Determine how the reviewing authority determined that the contribution would have a
critical impact on the profitability of the farming operation.
3 Summarize the facts involved in this determination, develop findings as appropriate, and go
to worksheet 8.
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Par. 686
686 Worksheet 8, Substantive Change

A

Worksheet 8 Use this worksheet to determine whether the substantive change qualified asa
significant contribution.

Name of Case ID No.

Did anincrease in "persons’ occur from the previousyear? _ Yes _ No

» If yes, complete this worksheet.
« If no, go to worksheet 9.

Step Action Finding

1 Was substantive change required?
__Yes _ No

e If yes, gotostep 2.

e If no, write the reason in the "Finding"
column and go to worksheet 9.

*--Example: The formation of a husband
and wife joint venture does
not require substantive
change.--*

2 If substantive change was required, list
what COC considered substantive change.

Continued on the next page
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*--686 Worksheet 8, Substantive Change (Continued)

A

Worksheet 8
(Continued)

Par. 686

Step

Action

Finding

3

Include the substantive change that occurred.

Note: Go to the following step containing the substantive

change that occurred.

Step

Action

A

If addition of adult family member, determine
whether the adult family member qualifies
according td paragraph 295

If changeinland rental from cash-leaseto
share-lease, determine whether the change
gualifies alandowner only.

If 220 percent increase in cropland, determine
whether the change qualifies according to

paragraphs 93 through[97]

If achange in ownership of equipment or
land, determine whether the change qualifies
according td paragraphs 93 through[97]

If addition of equipment not previously
involved in the farming operation, determine
whether the change qualifies according to

through[97]

If 220 percent increasein livestock, determine
whether the change qualifies according to

through[97

1-23-92

*

1-PL (Rev. 1) Amend. 5
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*--686 Worksheet 8, Substantive Change (Continued)

A

Par. 686

Worksheet 8
(Continued)

Step

Action

Finding

4

Summarize the factsinvolved in this
determination, develop findings as
appropriate, and go to worksheet 9.

1-23-92
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*--687 Worksheet 9, " Persons' and Other Deter minations

A
Worksheet 9

Par. 687

Use this worksheet to determine whether "person” determinations and other

determinations were correctly made.

Name of Case

ID No.

Step

Deter mination

Action

Finding

Other farming
interests

Did the producer indicate
any other farming interests,

including interests of spouse
and minor children?

If yes, verify that all
were reported by
reviewing system
reports.

If no, verify by
reviewing system
reports, such asthe
entity interest report.

1-23-92

*

1-PL (Rev. 1) Amend. 5
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687 Worksheet 9, " Persons’ and Other Deter minations (Continued)

A
Worksheet 9
(Continued)

Par. 687

Step

Deter mination

Action

Finding

2

"Person*

Review theinitial "person”
determination to determine
whether any combined
"person” rule applies.

Is there a combined "person”
involved in this case?
Yes _ No

Note: If yes, explain.

Other

Do any other rules apply?
_Yes __No

Example: Cash-rent tenant

o If yes, specify and go to
worksheet 20.

e Ifno,goto
worksheet 20.

11-23-92
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Par. 688
*.-688 Worksheet 9.5, Additional Space for Notes

A
Worksheet 9.5 Use this worksheet for additional space for notes.
Page__ of __

(Reproduce as needed)--*

689-697 (Reserved)
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698  Worksheet 20, Summary of Findinas

Par. 698

A

Worksheet 20 Use this worksheet to summarize findings for theinitia reviewing authority.

Name of Case

ID No.

*

Factor

Yes | No | Questioned

N/A

Handbook or
Worksheet
Reference

CCC-502 followed

Significant contribution of land

Significant contribution of capital

Significant contribution of equipment

Significant contribution of "left-hand"
combination

Significant contribution of
active personal labor

Significant contribution of
active personal management

Significant contribution of
"right-hand" combination

Share of profits and losses
commensurate with contributions

Contributions at risk

Cash-rent tenant rule met

Foreign person rule met

Substantive change requirements met

Separate "person” requirements met

Initial "person” determination correct

Initial "actively engaged in farming"
determination correct

7-9-92
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Par. 698
*--698 Worksheet 20, Summary of Findings (Continued)

A
Worksheet 20
(Continued)

" Actively Engaged in Farming" Findings

" Person” Findings

Other Findings

Comments

699-704 (Reserved)
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Par. 705
*--Section 4 Reports

705 Overview

A

Introduction This section provides instructions for preparing the End-of-Y ear Review Report
(PA-122R).

B

In This Section The following paragraphs are included in this section.

Paragraph Title Page
705 Overview 7-181
706 County Office End-of-Y ear Payment Limitation 7-182

Review Report (PA-122R)

707 State Office End-of-Y ear Payment Limitation 7-185
Review Report (PA-122R)
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Par. 706

706 County Office End-of-Year Payment Limitation Review Report (PA-122R)

A
Introduction

B
Report Date

C
Report Format

1-24-03

This paragraph instructs County Offices to submit Report PA-122R to the State
Office.

STC shall establish a date or dates for County Offices to submit this report to the
State Office for review. aragraph 530

County Offices shall use CCC-502EY R to report end-of-year reviews to the State
Office.

Note: On CCC-502EYR, item 10, "Dollar Amount”, record the total actual and
projected amount of payments or benefits for which the producer is known
to beindligible as aresult of the end-of-year review.

* k% %

Continued on the next page
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Par. 706
706  County Office End-of-Year Payment Limitation Review Report (PA-122R) (Continued)

D

Example of Following is an example of CCC-502EY R.
CCC-502EYR *--

REPRODUCE LOCALLY. Include form number and date on reproductions.
CCC-502EYR U.S. Department of Agricuiture 1. Reporting Office (Counties include State)
(03-27-96) Commodity Credit Corporation
2. Reporting Date Is. Year Reported
End-of-Year Report
of Payment Limitation Review 4. Report Status
Progress Report Revised Report
(Report No. PA-122R) Negative Report Final Report
Number of Reviews Di Numb‘er °|t: d
Type of Selection ?ﬁ I:r?;n(?;er:plgén
Selected Completed ltems 8, 9 & 10)
S. Judgmental (Required by DAFP)
6. Required spot check
7. Additional cases selected by reviewing
authority
Expl ion of Discrepancies - Attach additional sheets if | Insert office name on attachments.
8. ID Number 9. Discrepancy Found 10. Action Taken 11. Dollar Amount
12. Remarks
13. Signature of CED for County Report, SED for State Report Date
%

4-18-96 1-PL (Rev. 1) Amend. 32 Page 7-183
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Par. 707
707 __ State Office End-of-Year Payment Limitation Review Report (PA-122R)

A

Introduction To assess the overall effectiveness of end-of-year reviews, areport summarizing
results of reviews conducted is required.

B

Report Format State Offices shall do the following.

Step Action

1 Review County Offices' Report PA-122R’s

2 Use CCC-502EY R to summarize totals of County Offices
CCC-502EYR's, items 4, 5, and 6.

3 If discrepancies were reported by County Offices, attach a copy of
the County report to the State Office report.

4 *--Send the State Offices' Report PA-122R to PECD--*

Ensure that a County Office’s report is attached, if applicable,
according to step 3.

Note: If thereport cannot be filed within 6 months after receipt of
*--DAFP's selections, notify PECD. Negative reports are

required.--*
C
Example of Seelsubparagraph 706ID for an example of CCC-502EYR.
CCC-502EYR
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Reports, Forms, Abbreviations, and Redelegations of Authority

Reports

Following is the report required in this handbook.

Exhibit 1

Forms

Report
Control Reporting | Submission | Negative
Number Title Period Date Report Reference
PA-122R End-of-Year | Asrequired | Asrequired | Required | 706, 707
(CCC-502EYR) | Payment
Limitation
Review
Thistable lists all forms referenced in this handbook.
Display
Number Title Reference | Reference
CCC-501A Member’s Information 201 Text
CCC-501B Designation of “Permitted Entities’ 218 Text
CCC-501C Notification of Reduced Payments 219
CCC-502 Continuation Sheet for Leased or Owned 55 Text
Continuation | Land (Use With CCC-502A, CCC-502B,
CCC-502C, CCC-502D, CCC-502EZ)
CCC-502A Farm Operating Plan for Payment 277 Text
Eligibility Review for an Individual
CCC-502B Farm Operating Plan for Payment 297 Text
Eligibility Review for a Joint Venture or
General Partnership
CCC-502C Farm Operating Plan for Payment 316 Text
Eligibility Review for Corporations,
Limited Partnerships or Other Similar
Entities
CCC-502D Farm Operating Plan for Payment 335 Text
Eligibility Review for an Estate or Trust
CCC-502EYR | End-of-Year Report of Payment Limitation | 706 531, 707
Review (Report No. PA-122R)
CCC-502EZ Farm Operating Plan for Payment 278 Text
Eligibility Review for an Individual
CCC-502U Update for CCC-502, Farm Operating Plan | 55 50, 436
for Payment Eligibility Review
CCC-503A County Committee Worksheet for 394 237,584
“Actively Engaged in Farming” and
“Person” Determinations
1-PL (Rev. 1) Amend. 43 Page 1
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Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Forms (Continued)

2-26-04

Exhibit 1

Display
Number Title Reference | Reference

CCC-504 | Worksheet to Blend Shares and Determine 134, 158 567
Optional Percent of Cropland Factor
CCC-526 | Payment Eligibility Average Adjusted Gross | 630 35, 50, 52,

Income Certification 256
CCC-1155 | Application for Payment (National Wool Act) 215
CRP-1 Conservation Reserve Program Contract 17
FSA-211 Power of Attorney 215
FSA-229 | Application for Trade Adjustment Assistance 630

(TAA) for Individual Producers
FSA-321 Finality Rule and Misaction/Misinformation 397
FSA-707 Self Mailer 6" x 11" for Automated Processing 219
[-151 Alien Registration Receipt Card 235 236, 278, 297
[-551 Alien Registration Receipt Card 235 236, 278, 297
IRS-990 Return of Organizations Exempt From Income 199

Tax
IRS-990-T | Exempt Organization Business Income Tax 199

Return
IRS-1040 | U.S. Individual Income Tax Return
IRS-1040 | Profit or Loss From Farming
Schedule F
IRS-1041 | U.S. Income Tax Return of Estates and Trusts
IRS-1065 | U.S. Return of Partnership Income
IRS-1120 | U.S. Corporation Income Tax Return

1-PL (Rev. 1) Amend. 43
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Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

AbbreviationsNot Listed in 1-CM

The following abbreviations are not listed in 1-CM.

Exhibit 1

Approved
Abbreviation Term Reference
ACA Agricultural Credit Association 257
AGI adjusted gross income Text
AMA Agriculture Management Assistance 16, 22
CEM combined producer 608, 625
DAFP Deputy Administrator, Farm Programs 93
DCP Direct and Counter-Cyclical Program 3,16, 18
EQIP Environmental Quality I ncentive Program 16, 22
FCB Farm Credit Bank 257, 313
FLBA Federal Land Bank Association 257
FLM Farm Loan Manager 52.5
IFM integrated farm maintenance 158
PCA Production Credit Association 257
POA power of attorney 630
RCC resource Conserving crops 158
TAA Trade Adjustment Assistance 16, 22,[Ex. 6
Redelegations of Authority
Thistable lists redelegations of authority in this handbook.
Redelegation Reference
Administering handbook provisions 549
Making determinations’ decisions 396, 530
Monitoring determinations 514, 515
1-PL (Rev. 1) Amend. 43 Page 3
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Exhibit 2

Definitions of Terms Used in This Handbook

Active Personal Labor

Active personal labor is defined as personally providing physical activities necessary in a

farming operation.

These activities include physical activities:

* involved in land preparation, planting, cultivating, harvesting, and marketing of agricultural
commodities

* required to establish and maintain conserving cover crops or conserving use acreages

» required in livestock operations.

Active Personal M anagement

Active personal management is defined as personally providing:

» thegeneral supervision and direction of activities and labor involved in the farming operation

» sarvices, whether performed on-site or off-site, reasonable related and necessary to the
farming operation, including any of the following:

1-24-03

supervision of activities necessary in the farming operation
business-related actions that include discretionary decision making
evaluation of the financial condition and needs of the farming operation

assistance in structuring or preparing financial reports or analyses for the farming
operation

consultations in or structuring of business-related financing arrangements for the farming
operation

marketing and promoting agricultural commodities produced by the farming operation
acquiring technical information used in the farming operation

any other management function necessary to conduct the farming operation and for which
the operation would ordinarily be charged a fee.

1-PL (Rev. 1) Amend. 40 Page 1



Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Adequate Documentation
Adequate documentation is whatever documentation is required by the reviewing authority to

make proper “actively engaged in farming”, “person” determinations, and the determination of
average adjusted gross income compliance.

Adjusted GrossIncome

*--Adjusted gross income is for an individual, the amount reported to IRS on the appropriate tax
filing document as adjusted gross income; and, for an entity, the comparable measure, as
provided in this handbook.--*

Agricultural Credit Association

Agricultural Credit Association is an agricultural lending entity resulting from the merger of
PCA and FLBA. When the merger is approved by FCA, this entity becomes the short-,
intermediate-, and long-term direct lender for its territory.

Assumed Name Operation

An assumed name operation is a farming operation that conducts itself using a business name.

Attribution

Attribution is crediting payments made to entities, such as corporations, estates, trusts and
limited partnerships, to “real persons’ based on the share of the entity held by the individual
stockholder, heir, beneficiary, etc.

Average Adjusted Gross Incomefor the Individual or Entity
Average adjusted gross income for the individual or entity is the average of the adjusted gross

income, or comparable measure, of the individual or entity over the 3 tax years immediately
preceding the year for which benefits are requested.

Note: Exclude any year(s) that the individual or entity did not have income or had adjusted
gross income considered as zero.

10-14-03 1-PL (Rev. 1) Amend. 41 Page 2



Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Capital

For payment limitation purposes, capital consists of the funding provided by an individual or
entity to the farming operation for the operation to conduct farming activities.

Corporation

A corporation is an entity recognized by law comprised of 1 or more individuals or entities,
which has certain rights and duties.

Note: For payment limitation purposes, a subchapter S corporation is included in this definition.

Default Deter mination

A default determination assumes all individuals or entities are “actively engaged in farming” and
the “person” determination is the determination sought by the applicant.

Embedded Entity

An embedded entity is an entity that has an interest, directly or indirectly, as a stockholder,
member, beneficiary, or heir, in another entity that is earning payments.

Entity

An entity isa corporation, joint ssock company, association, limited liability company, limited
partnership, irrevocable trust, revocable trust, estate, charitable organization, or other similar
organization including any organization participating in the farming operation as a partner in a
general partnership, a participant in a joint venture, agrantor of arevocable trust, or asa
participant in asimilar organization.

Note: A joint operation is not an entity for payment limitation purposes.
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Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Equipment

For payment limitation purposes, equipment is the machinery and implements needed by the
farming operation to conduct activities of the farming operation.

This includes:

* machinery and implements needed for:
» land preparation, planting, cultivating, or harvesting of the crops involved
» establishing and maintaining conservation cover crops or conservation use of acreages
» conducting livestock operations

 irrigation equipment thet is:

* not of a permanent nature
» commonly used in the area.

1-24-03 1-PL (Rev. 1) Amend. 40 Page 4



Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Family M ember
A family member is an individual to whom another member in the farming operation isrelated as

lineal ancestor, lineal descendant, or sibling, including spouses of those family members who do
not make a significant contribution to the farming operation themselves.

The term “family member” shall include:

* Qreat grandparent

» grandparent

e parent

 child, including legally adopted children

» grandchild

» great grandchild

» sibling of the family members in the farming operation

» gspouse of family members, if the family member does not make a significant contribution of
active personal labor or active personal management to the farming operation as an
individual.

Farm Credit Bank

Farm Credit Bank is an agricultural lending entity that is a direct lender of long-term real estate
loans and provides funds to PCA’ s under certain circumstances.

Farming Operation

A farming operation is a business enterprise engaged in the production of agricultural products.

Federal Land Credit Association

Federal Land Credit Association is an entity authorized to provide direct lending formerly
offered by FLBA. Thisentity provides long term lending.
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Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Foreign Entity

A foreign entity is a corporation, trust, estate, or other similar organization, that has more than 10
percent of its beneficial interest held by individuals who are not:

» citizensof theU.S.
» lawful aliens possessing a valid Alien Registration Receipt Card (Form I-551 or 1-151).

Foreign Individual

A foreign individual is someone who is not:

» acitizen of theU.S.
» alawful alien possessing a valid Alien Registration Receipt Card (Form 1-551 or |-151).

Income From Farming, Ranching, or Forestry Operations

Income from farming, ranching or forestry operations is income derived from producing crops,
livestock, or unfinished raw forestry products.

Note: Exclude income from the following:
» processing, packaging, or packing
» transporting
» commission from marketing for others
* investment income even if invested funds came from farming, ranching, or forestry
» proceeds from the sale of land used to produce agricultural or forestry products

» farmor forestry implement sales by aretail dealership, unless such implements were
subject to depreciation expenses reported to IRS.

*--Income from Fishing
Income from fishing includes amounts received from catching, taking, harvesting, cultivating, or

farming aguatic resources such as fish, shellfish, crustacea, and other aquatic forms of animal or
vegetable life. (IRS Publication 595, Tax Highlights for Commercial Fisherman.)--*
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Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Joint Operation
A joint operation is a general partnership, joint venture, or other similar business organization in
which 2 or more individuals or entities pool their resources, such as land, labor, capital,
management, and equipment to conduct the operation.

Land

For payment limitation purposes, land is farmland consisting of cropland, pastureland, wetland,
or rangeland that meets the specific requirements of the applicable program.

Limited Partnership

For payment limitation purposes, alimited partnership consists of:

» atleast 1 general partner entrusted with managing and controlling the partnership’ s business
» atleast 1 limited partner.

“Left-Hand” Contribution

Significant “left-hand” contribution to the farming operation is 1 or a combination of the
following:

* capita

* land

e equipment.
Minor Child

A minor child isan individual that is not 18 years of age on or before the status date of the
current year.

Note: Court action conferring majority on such person does not change this person’s status as a
minor child.
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Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Paper Changes
Paper changes are changes to the farming operation that are not substantive where the same
individuals or entities created by those individuals continue to engage in farming the same land
with the same equipment, usually leased from an individual or entity for which the rules would
require more regtrictive application of the limitation.

Permitted Entity

A permitted entity is an entity that is designated by an individual who is to receive a payment,
loan, or benefit under a program subject *--to permitted entity rules.

Person
A “person” is:
* anindividual, or an individual participating as a member of a joint operation or similar

operation

* acorporation, joint stock company, association, limited stock company, limited partnership,
irrevocable trugt, revocable trust together with the grantor of the trugt, estate, or charitable
organization including any entity participating in the farming operation as a partner in a
general partnership, a participant in a joint venture, agrantor of arevocable trust, or a
participant in asimilar entity

» aState, political subdivision, or agency thereof.
Note: A cooperative association of producers that market

*--commodities shall not be considered the “person,” and payments and benefits thereby
limited for the commodities marketed for the producers.--*

4-25-94 1-PL (Rev. 1) Amend. 23 Page 8



Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Production Credit Association

Production Credit Association is an entity that provides agricultural lending independent of ACA
or FCB * * *,

Public Schooal
A public school is a primary, elementary, secondary school, college, or university which is
directly administered under the authority of a governmental body or which receives a
predominant amount of its financing from public funds.

“Right-Hand” Contribution

Significant “right-hand” contribution to the farming operation is 1 or a combination of the
following:

» active personal labor
» active personal management.

Sharecropper
A sharecropper is an individual who:

» performs work in connection with the production of the crop under the supervision of the
operator

* receives ashare of the crop in return for the provision of such labor.
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Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

Substantial Beneficial I nterest

A substantial beneficial interest is an ownership interest of either of the following:

* 10 percent or morein any entity.

Note: In determining whether thisinterest equals at least 10 percent, al interestsin the
entity that are owned by an individual or entity, directly or indirectly, shall be taken
into consideration.

*--Example: A corporation owns the entity.

» lessthan 10 percent in an entity if both of the following apply:

» any individual or entity has a direct or indirect interest of less than 10 percent in more
than 1 entity earning payment

» COC determines that the arrangement was established for the purpose of circumventing
the “permitted entity” provisions of the program.

Note: Thisdetermination appliesto al interests of the “person” that are less than 10
percent.--*

Total Value of a Farming Operation

The total value of a farming operation isthetotal of the costs, excluding the value of active
personal labor and active personal management that is contributed by a member of the farming
operation, needed to carry out the farming operation for the year for which the determination is
made.

Tribal Venture

A tribal venture is a joint operation conducted by members of an Indian tribe.
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Exhibit 3
Menu and Screen Index

The following menus and screens are referenced in this handbook.

Menu or
Screen Title Reference
FAX250 Primary Selection Menu 434, 435
FAX07001 Application Selection Menu 435
FAX09002 Office Selection Options 435
MAB12101 435, 449, 450
MAB12701 Payment Limitation Review Register Selection Screen 435, 437, 438
MAB12702 437, 438
MAB12703 Payment Limitation Review Register Update Screen 435
MAB44N Payment Limitation Review Register 435, 449, 450
MAB44N02 I nput-Output 449
MAB44NO3 450
MAB440B Entity File 435
MADOOO Subsidiary Main Menu 435
MA0000 Common Management Provisions 435
OAAO010 Office Automation Function 434
Query Screen 469
Select and Sequence Fields 469
Select Records 469
Work With Datain aFile 435, 437, 438
Work With Disk Files 434
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Exhibit 5
(Par. 22)
*--Program Payment Limitations

Payment Limitations

Payment or Benefit Limitation
DCP

Direct payments for the following covered commodities: $40,000 per crop year.
* barley e corn e grain sorghum
s oas + oOtheroilseeds + rice
e soybeans e« uplandcotton e wheat.
Direct payments on peanuts. $40,000 per crop year.
Counter-cyclical payments for the following covered $65,000 per crop year.
commodities:
+ barley e corn s grain sorghum
s oas + oOtheroilseeds + rice

e soybeans e« uplandcotton e wheat.

Counter-cyclical payments on peanuts. $65,000 per crop year.

Price Support

+ Anygain redlized by a producer from repaying a $75,000 per crop year.
marketing assistance |oan for 1 or more of the
following loan commaodities at alower level than the
original loan rate established for the loan commodity

+ AnyLDPsreceved for 1 or more of the following
|oan commodities.

Loan commodities include the following:
+ barley e corn s grain sorghum

e oas o otheroilseeds « rice
e soybeans e« uplandcotton e wheat.

+ Anygain redlized by a producer from repaying a $75,000 per crop year.
marketing assistance |oan for 1 or more of the
following loan commaodities at alower level than the
original loan rate established for the loan commodity

+ AnyLDPsreceved for 1 or more of the following
|oan commodities.

Loan commodities include the following:

» honey < peanuts » mohair e wool.

*

Continued on the next page
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Exhibit 5
(Par. 22)
*--Program Payment Limitations (Continued)

Payment Limitations

Payment or Benefit Limitation

Conservation Programs

Rental payments including incentive payments made to a $50,000 per FY.
person under CRP.

Cost-share and incentive payments under EQIP. $450,000 per individual or entity.

Individual or entity may not receive, directly or indirectly,
cost-share or incentive payments under EQIP that, in
aggregate, for all contracts entered into during FY’s 2002
through 2007, regardless of the number of contracts
entered into by theindividua or entity.

NAP

NAP payments. $100,000 per crop year.

1-24-03 1-PL (Rev. 1) Amend. 40 Page 2



(Par. 630)

Example of FSA-229, Application for Trade Adjustment Assistance (TAA) for Individual

Producers

Thisis an example of FSA-229.
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Exhibit 10

(Par. 632)
*--|RS Tax Return Forms

A
Form 990

OMB. No. 1545-0047
Form 990 Return of Organization Exempt From Income Tax
Under section 501(c), 527, or 4947(a)(1) of the | | Rev Code ( pt black lung
Department of the Treasury N benafi inust or priv.am foundam " . Oan to P.u blic
Internal Revenue Service » The organization may have to use a copy of this return to satisfy state reporting requirements. Inspection
A For the 2001 calendar year, or tax year beginning , 2001, and ending
B Check if applicable: | Please C Name of organization D Emp.loyer Identification number

use IRS . H
[ Address change | iabet or .

T -

D Name change p:lyr;eor Number and strest (or P.Q. box if mail is not delivered to street ) E number

[ initial requrn s:“c‘.’"c ( )

[ Final returm Instruc. | City Or town, state or country, and ZIP + 4 F Accounting method: Ccash £ accrual

] Amended return L L other (spocity) »

[ application pending @ Section 501(c)(3) organizations and 4947(a)(1) nonexempt charitable H and | are not applicable to section 527 organizations.

trusts must attach a completed Schedule A (Form 880 or 990-E2). Hi(a) Is this a group return for affiliates? Yes No

G Web site: > . H(b) If "Yes,” enter number of affiliates » ..___....___. .

Hic) Are all affilates included? Oves Oro

J _Organization type {check only one) » ] 501{c) ()« {insert no) ] 4947(a){1) or [ 521 {If "No,” attach a list. See instructions.)

K Check here » [ if the organization’s gross receipts are normally not more than $25,000. The Hid) Is tlis_a §eparate retum flled by an O O
organization need not file a retur with the IRS; but if the organization recalved a Form 390 Package organization covered by a group rufing? L Yes L No
in the mail, it should file a return without financial data. Some states require a complete return. | Enter 4-digit GEN »

M Check » [} if the organization is not required

L Gross receipts: Add lines 6b, 8b, 9b, and 10b to line 12 p to attach Sch. B (Form 990, 990-EZ, or 990-PF).

Revenue, Expenses, and Changes in Net Assets or Fund Balances (See Specific Instructions on page 16.)

1 Contributions, gifts, grants, and similar amounts received:
a Directpublicsupport . . . . . . . . . . . . la
b Indirect public support . . . . . . . . . . . 1b
¢ Government contributions (grants) . . . . . . . 1c
d Total (add lines 1a through 1c) (cash $ noncash $ ) 1d
2 Program service revenue including govemment fees and contracts (from Part VII, line 93) 2
3 Membership dues and assessments . e e e e 3
4 Interest on savings and temporary cash lnvestments e e e e e e 4
§ Dividends and interest from securities e e 5
6a Grossrents . . . . . . . . . ... ... |®a]
b Less: rental expenses . {eb |
¢ Net rental income or {loss) (subtract l|ne Gb from hne 63) e e e e e I 6c
2 7 Other investment income (describe b _ ) 7
5| 8a Gross amount from sales of assets other | A) Securities ©) Other
3 than inventory . . Ba
b Less: cost or other basis and sales expenses 8b
¢ Gain or (loss) (attach schedule) . . . . 8c
d Net gain or {loss) {combine fine 8c, columns (A)and B) . . . . . . . . . . 8d
9 Special events and activities (attach schedule) -
a Grossrevenue (notincluding$ =~ of
contributions reported on line 1a) . . . . 9a
b Less: direct expenses other than fundraising expenses . L9
¢ Net income or (loss) from special events (subtract line 9b from line 9a) . . . . . | 8¢
10a Gross sales of inventory, less returns and allowances . . [10a]
b Lless:costofgoodssold . . . . . . . . . . . 10b |
¢ Gross profit or (loss) from sales of inventory (attach schedule) (subtract line 10b from line 10a) . 10¢c
11 Other revenue (from Part Vii, line 103} . . e e ... "
12 Totalr (add lines 1d. 2, 3, 4, 5, 6¢, 7, 8d 9c, 10c, and 11] P I 1
13 Program services (from line 44, coumn 8) . . . . . . . . . . . . . 13
g 14 Management and general (from line 44, coumn(C). . . . . . . . . . . 14
§. 1§ Fundraising (from line 44, conmn @) . . . . . . . . . . . . . . . 15
16 Payments to affiliates (attach schedule) . . e e e e e e 186
17 Total exp fadd lines 16 and 44, column (A)] e e e e e e e e 17
2 ,& . Excess or.{deficit) for the year (subtract line 17 from line 12) , . . . IR U [ Ky
ﬁ 19 et assets or fund balances at beginning of year (from line 73, column (A)) R
< |20 Other changes in net assets or fund balances (attach explanation) . . . . . . . [ 20
Z | 21 Net assets or fund balances at end of year {combine lines 18,19, and20) . . . . . | 21
For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11282Y Form 990 (2001)

*

Continued on the next page
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Exhibit 10

(Par. 632)
*--|RS Tax Return Forms (Continued)

A
Form 990 :
(Continued) ot Page 2

Statement of All must complete:column {A). Columns (B), (C), and (D} are required for section 501(c)(3} and (4) organizations
Functional Expenses  and section 49&7(3)(1) nonexempt charitable trusts but optional for others. (See Specific Instructions on page 21.)

Do not include amounts reported on line () Total (B) Program ©) gement 0} F
6b, 8b, 8b, 10b, or 16 of Part |, services and general 9
22 Grants and allocations {attach schedule) .
{cash $ noncash $ ) 22
23 Specific assistance to individuals {attach schedule) | 23
24  Benefits paid to or for members (attach schedule), |.24
25 Compensation of officers, directors, etc. . . |25
26 Othersalariesandwages . . . . . . . [ 26
27 Pension plan contributions . . . . . . |27
28 Other employee benefits . . . . . . ., |28
29 Payroll taxes . . . e 29
30 Professional fundraising Tees. . . . . . |30
31 Accountingfees ., , . . . . . . . 31
32 legaifees . . . . . . . . . .. 32
33 Supphes . . . . .. ... .. 33
34 Telephone . . . . . . . . . . . 34
35 Postage and shlppmg A 35
36 Occupancy . . .. 36
37 Equipment rental and malntenance .. 137
38 Printing and publicatons . . . . . . . |38
39 Travel . . . 39
40 Conferences, conventions, and meeungs . |40
41 Interest . . . 41
42  Depreciation, deplenon, etc (attach schedule) 42
43 Other expenses not covered above (temize;:a ._....... 43a
b 43b
c 43c
d 43d
e 43e
44 Total functional expensas (add lines 22 through 43). Organizations
completing cokmins (B)-(D), carry these totals to fines 13—15 . | 44

Joint Costs. Check » [ if you are following SOP 98-2. ]
Are any joint costs from a combined educational campaign and fundraising solicitation reported in (B) Program services? . » [ Yes (INo

If "Yes,” enter (i) the aggregate amount of these joint costs §____; (ii) the amount allocated to Program services $. ;
(ii}) the amount allocated to Management and general $ ; and (iv) the amount allocated to Fundraising $

E1a4l]} Statement of Program Service Accomplishments (See Specific Instructions on page 24.

What is the organization’s primary eXempt PUrPOSET? P -« ceuutuueteuurtnammateitancntaan e e e e e e nmae s e s naes Program Service

All organizations must describe their exempt purpose achievements in a clear and concise manner. State the number | (Required for rosm(a(z) and
of clients served, publications issued, etc. Discuss achievements that are not measurable. (Section 501(c)(3) and {4) (4'} gflgsb:tnd mﬁa‘)g)
organizations and 4947(a)(1) nonexempt charitable trusts must also-enter the amount of grants and allocations to others,) | ™t (e 1

(Grants and allocations  $
e Other program services (attach schedule) (Grants and allocations  $ )
f Total of Program Service Expenses (should equal line 44, column (B), Program serwces) R

Form 990 (2001)

*

Continued on the next page
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*--|RS Tax Return Forms (Continued)

A
Form 990
(Continued)

1-24-03

Exhibit 10
(Par. 632)

Form 990 (2001) Page 3
Balance Sheets (See Specific Instructions on page 24.)
Note: Where required, hed schedules and within the description ) ®
column should be for end-of-year amounts only. Beginning of year End of year
45 Cash—non-interest-bearing . . .. 45
46  Savings and temporary cash mvestments 46
47a Accounts receivable .
b Less: allowance for doubtful accounts ,
48a Pledges receivable .
b Less: allowance for doubtful accounts
49  Grants receivable .
50 Receivables from officers, dnrectors trustees, and key employees
(attach scheduie) . ..
51a Other notes and loans receivable (attach
2 schedule). . . . . [51a]
§ b Less: allowance for doubtful accounts . [sap] S1c
52 Inventories for sale or use . 52
§3  Prepaid expenses and deferred charges e e e 53
84 . Investments—securities (attach schedule), . . & O cost Ol rmv 54
55a Investments-—land, buildings, and
equipment: basis . . . . 55a
b Less: accumulated deprecnatnon (attach
schedule), . . . . . L55b §5¢
56 Investments—other (attach schedule) . 56
57a Land, buildings, and equipment: basis . . {57a
b Less: accumulated depreciation (attach
schedule). . . . . 57b . Slc
58 Other assets (descrlbe > ) 58
59 Total (add lines 45 through §8) {must equal line 74) . 59
80 Accounts payable and accrued expenses. . . . 60
61 Grantspayable . . . . . . .. . . .. .. 61
62 Deferred revenue 62
§ 63 Loans from officers, dlrectors trustees and key employees (attach
] schedule), 63
,«‘uq 64a Tax-exempt bond habmtles (attach schedule) 64a
<! b Mortgages and other notes payable (attach schedule) N 64b
65 Other liabilities (describe P ) 65 S
66 Total liabilities (add lines 60 through 65) . . . . . . 66
Organizations that follow SFAS 117, check here » O ang complete lines
» 67 through 69 and lines 73 and 74.
8|67 Unrestricted, 67
E 68 Temporarily restricted 68
3|69 Permanently restricted . 69
2| Organizations that do not follow SFAS. 111 check here » 1 and %
2 complete lines 70 through 74.
5170 Capital stock, trust principal, or current funds . .- . . 70
8171 Paid-in or capital surplus, or.land, building, and equipment fund n
§ 72 Retained earnings, endowment, accumulated income, or other funds 72
; 73  Total net assets or fund balances (add lines 67 through 69 OR lines %
2 70 through 72;
coiumn {A) must equal line 19; column (B) must equal line 21). . 73
74 Total liabilities and net assets / fund balances (add lines 66 and 73} 74

Form 990 is available for public inspection and, for some people, serves as the primary or sole source of information about a
particular organization. How the public perceives an organization in such cases may be determined by the information presented
on its return. Therefore, please make sure the return is complete and accurate and fully describes, in Part Ill, the organization's
programs and accomplishments. .

*
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Exhibit 10

(Par. 632)
*--|RS Tax Return Forms (Continued)

A
Form 990 Farm 930 (2001) Page 4
( Continu ed) XY Reconciliation of Revenue per Audited IV  Reconciliation of Expenses per Audited

Financial Statements with Revenue per Financial Statements with Expenses per

Return (See Specific Instructions, pa Return
% V7
a Total revenue, gains, and other support 2 a Total expenses and . losses per 7% %
per audited financial statements. . » | audited financial statements . . »

b Amounts included on line a but not on
line 12, Form 990:

b Amounts included on line a but not
on line 17, Form 990;

-

(1) Net unrealized gains (1) Donated services
oninvestments . . $ and use of facilities  $

(2) Donated  services (2) Prior year adjustments
and use of faciiities $ reported on line 20,

(3) Recoveries of prior Fom990 . . . . $

(5) Losses reported on
line 20, Form 990 . $
(4) Other (specify):

year grants . , .
(4) Other (specify):

NHuHHnnte N

- ML LIir - N

Add amounts on lines (1) through (4) » s
Add amounts on lines (1) through (4)»
c Line a minus lineb . . ., ., . »
d  Amounts included on line 17,
Form 990 but not on line a:
(1) Investment expenses
not included on line
6b, Form 920, . |
(2) Other (specify):

¢ Lineaminuslineb, , . . . . > |
d  Amounts included on line 12,
Form 990 but not on line a:
(1) Investment expenses
not included on line
6b Fomogo , . . $
(2) Other (specify):

...................... s e, 8
Add amounts on lines (1) and (2) » Add amounts on lines (1} and (2) »
e Total revenue per line 12, Form 990 e  Total expenses per line 17, Form 990
linecplustined . . . . . . > le (inecpluslined . . . . . >

List of Officers, Directors, Trustees, and Key Employees (List each one even if not compensated; see Specific
Instructions on page 26.)

(A) Name and address {B) Title and average hours per

fC) Compensation (D) Contritasions to (E) E;
week devoted to position

xpense
If not paid, enter | empioyes benefit plans & | account z?r?d other
=0-) defared compensation allowances

75 Did any officer, director, trustee, or key employee receive aggregate compensation of more than $100,000 from your
organization and all related organizations, of which more than $10,000 was provided by the related organizations? W Oves CIne
If "Yes,” attach schedule—see Specific Instructions on page 27.

Form 990 (2001)

*

Continued on the next page
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Exhibit 10

(Par. 632)
*--|RS Tax Return Forms (Continued)

A
Form 990

H Form.990 (2001) Page 8§
(Contl nued) Other Information (See Specific Instructions on page 27)) Yes| No
76  Did the organization engage In any activity not previously reported to the IRS? If "Yes,” attich a detailed description of each activity . [ 18
77 Were any changes made in the organizing or governing documents but not reported to the IRS? . . . 77
If “Yes,” attach a conformed copy of the changes. %
78a Did the organization have unrefated business gross income of $1,000 or more during the year covered by this return?. 78a
b If “Yes,” has it filed a tax return on Form 990-T for this year? . . . . 78b
79 Was there a liquidation, dissolution, termination, or substantial contraction during the year'7 If “Yes N attach a statement 79
80a Is the organization refated (other than by association with a statewide or nationwide organlzatlon) through common %
membership, governing bodies, trustees, officers, etc., to any other exempt or nonexempt organization? . . . 80a

b If “Yes,” enter the name of the organization »

................................................... and check whether itis [ exempt OR D nonexempt.
81a Enter direct or indirect politicat expenditures. See fine 81 instructions, . . . [81a] %
b Did the organization file Form 1120-POL for this year?. . . . . 81b
82a Did the organization receive donated services or the use of materials, equ:pment or famlmes at no charge
or at substantially less than fair rental value? . . . e e e 82a
b If “Yes,” you may indicate the value of these items here. Do not |nctude thls amount
as revenue in Part | or as an expense in Part Il (See instructions in Part il.) . [82b | 7
83a Did the organization comply with the public inspection requirements for returns and exemption applications? |83a
b Did the organization comply with the disclosure requirements relating to quid pro quo contributions? . . [83b
84a Did the organization solicit-any contributions or gifts that were not tax deductible? . . . . 84a
b If “Yes,” did the organization include with every solicitation an express statement that such contnbutlons Wi
or gifts were not tax deductible? . . . e 84b
85  501(c)4), (5). or (6) organizations. a Were substantlally all dues nondeducnble by members” L. ... . . |BS2
b Did the organization make only In-house lobbying expenditures of $2,000 or less? . . . 85b

If "Yes" was answered to either 85a or 85b, do not complete 85¢ through 85h below unless the orgamzanon
received a waiver for proxy tax owed for the prior year.

¢ Dues, assessments, and similar amounts from members . . . . . . . 85¢

d Section 162(¢) lobbying and political expenditures . . L. 85d

e Aggregate nondeductible amount of section 6033(e)(1)(A) dues notices . . . |8%e

I Taxable amount of lobbying and political expenditures (line 85d less 85¢) . . L85f 7
g Does the organization elect to pay the section. 6033(e) tax on the amount on line 85f? . . . . . . . 85,

h If section 6033(e)(1)(A) dues notices were sent, does the organization agree to add the amount on line 85f to its

reasonable estimate of dues allocable to nondeductible lobbying and poliu‘cal expenditures for the following tax

year? . . . . . e e v e e . . i . . .|85h
86  507(c)(7) orgs. Enter: a Inltlatlon fees and capltal contnbutlons |ncluded on Ime 12 . |86a
b Gross receipts, included on line 12, for public use of club facilities, . . . ., |88k
87 507(c)(12) orgs. Enter: a Gross income from members or shareholders, . ., . |87a
b Gross income from other sources. (Do not net amounts due or paid to other
sources against amounts due or received from them) . . . . . . 87b i
88 At any time during the year, did the organization own a 50% or greater interest in a taxable corporation or
partnership, or an entity disregarded as separate from the organization under Regulatlons sections
301.7701-2 and 301.7701-37 If “Yes,” complete Part IX . . . . - 88
89a 507(c)(3) organizations. Enter: Amount of tax imposed on the organlzatlon durmg the year under
sectiond9t1 »____ = section4912®»___ _____; section 4955 » //4
b 507(c)(3) and 501(c)4) orgs. Did the organization engage in any section 4958 excess benefit transaction
during the year or did it become aware of an excess benefit transaction from a prior year? If "Yes,” attach
a staternent explaining each transaction. . . . 89b

¢ Enter: Amount of tax imposed on the organization managers or dlsquallﬁed persons durlng the year under
sections 4912, 4955, and 4958, . A €

d Enter: Amount of tax on line 89c, above, re»mbursed by the organizatlon .

90a List the states with which a copy of this returnis filed P ... . e
b Number of employees employed in the pay period that includes March 12, 2001 (See instructions) [ 80b ]

91 The books are in care of b Telephone no. »{....... ) R

Located at P e ZIP + 4P e
92  Section 4947(a)(1) nonexempt charitable trusts filing Form 990 in lieu of Form 1041—Check here . . . . . . . P A
and enter the amount of tax-exempt interest received or accrued during the tax year . . P | 92 |

Form 990 (2001}

*

Continued on the next page
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*--|RS Tax Return Forms (Continued)

Exhibit 10
(Par. 632)

A

Form 990

i Form 980 (2001) . Page 6
(COntl n ued) Analysis of Income-Producing Activities (See Specific Instructions on page 32.)
Note: Enter gross amounts unless otherwise Unrelated business income Excluded by section 612, 513, or 514 Rel a(tEe)d o
indicated. A (B) (€) (D) exempt function
83 Program service revenue: Business code Amount Exclusion code Amount income
a
b
c
d
e
f Medicare/Medicaid payments .
g Fees and contracts from government agenaes
94 Membership dues and assessments
95 Interest on savings and temporary cash investments
96 Dividends and interest from securities ., b L, L b L
97 Net rental income or {loss) from real estate: WWMWWMW
a debt-financed property . !
b. not debt-financed property .
98  Net rental income or (loss) from personal property
989  Other investment income
100 Gain or (loss) from sales of assets other than |nvemnry
101 Net income or (loss) from special events
102 Gross profit or (loss) from sales of inventory .
103  Other revenue: a
b .
c
d
e
104  Subtotal (add columns (B), (D), and (E)) WM—W
105 Total {add line 104; columns (B), (D), and (E)) »
Note: Line 105 pius line 1d, Part I, should equal the amount on fine 12 Panl
P Relatlonshlp of Activities to the Accomplishment of Exempt Purposes (See Spemﬁc Instructions on page 32.)
Line No. Exp|aln how each activity for which income Is reported In column (E) of Part Vil contributed importantly to the accomplishment
v of the organization’s exempt purposes (other than by providing funds for such purposes).

Name, address, and EIN of corporation,

)
Percentage of

©)
Nature of activities

Im!m |nformation Regarding Taxable Subsidiaries and Disregarded Entities (See Specific Instructions on page 33.)
B

(D)
Total income

(a) Did the organization, during the year, receive any funds, directly or indirectly, to pay premiums on a personal benefit contract?
(b} Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contract? O ves [Ino
Note: If "Yes” to (b), file. Form 8870 and Forin 4720 (see instructions).

End- uf) ?ear
partnership, or disregarded entity ownership interest assefs
%)
%)
%
%

Information Regarding Transfers Associated with Personal Benefit Contracts (See Specific Instructions on page 33)

. Oves ONo

Under penaltles of perjury, | declare that | have examined this retum, including a
and belief, it is true, correct, and complete. Declaration of preparer {other than officen) is hased on all information of which preparer has any knowledge.

and to the best of my knowledge

Please
SIgn } Signature of officer Date
Here
} Type o print name and title,
Paid Preparer’s } Date Cgfeck it ’ Preparer's SSN or PTIN {See Gen, Inst. W)
! self-
Prsparer's signature employed
Firm's name (or yours EIN >
Use Only if seif-employed), ’
address, and ZIP + 4 Phone no. P ( )

Form 990 (2001)

*

1-24-03

1-PL (Rev. 1) Amend. 40

Continued on the next page
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Exhibit 10
(Par. 632)
*--|RS Tax Return Forms (Continued)

B

Form -T
orm 990 ; 990_"' Exempt Organization Business Income Tax Return OMB No. 1545-0687
orm (and proxy tax under section 6033(e))
Department of the Treasury For calendar year 2001 or other tax year beginning ......._.... + 2001, and ending ............ f20... .. 2 @o 1
Intemal Revenue Service » See separate instructions.
Check box if Name of organization ( [_] check box if name changed and see instructi D Employer identificationnurmber
ald addess hanged ame rganization ([_] oX me changed and see instructions) (Em,:’o yeey:"lr o e
B Exempt under section Please onpage 7)
[ so1( N ) Print Number, street, and room or suite no. (If a P.O. box, sea page 7 of instructions.) :
rint or —
|:| 408(e) D 220(e) E New unrelated bus. activity codes
[ aosa [ 530 TYPE [y or town, state, and ZIP code (See instructians for Block E an page 2)
[ s20(8)

C Book value of all assets | F Group exemption number {see instructions for Block F on page 7) B
at end of year — -
G Check organization type » [ 501(c) corporation ] 501(c) trust _[] 401(a) trust _[] Other trust
H Describe the organization's primary unrelated business activity. »

I During the tax year, was the corporation a subsidiary in an affiliated group or a parent-subsidiary controlled group? . .» [ Yes [JNo
If "Yes,” enter the name and identifying number of the parent corporation. »

J  The books are in care of P Telephone number P ( )
Unrelated Trade or Business Income {A) Income (B) Expenses (C) Net
1a Gross receipts or sales :[j //// / //// /
b Less returns and allowances ¢ Balance » | 1 .
2 Cost of goods sold (Schedule A, line 7), ., . . . . . 2 //////////// /////
3 Gross profit (subtract line 2 fom line1¢) . . . . . . L3 7 -
4a Capital gain net income fattach Schedule D) , . . . . | 4a 0 I
b Net gain (loss) (Form 4797, Part Il line 18) {attach Form 4797) ab ///////////////// /// —
¢ Capital loss deduction for trusts . . . 4c //////////////////// I
5  Income (loss) from partnerships and S corporatlons (attach ) |5 % -
6 Rent income (Schedule C) 6
7 Unrelated debt-financed income (Schedule E) 7
8 Interest, annuities, royalties, and rents from controlled
organizations (Schedule F) . ., . . . 8
9 Investment income of a section 501(c)(7) (9) or (1 7)
organization (Schedule G) . . .. 9
10 Exploited exempt activity income (Schedule l) O i [
11 Advertising income (Schedule J) . . . n
12 Other income (see page 9 of the lnstructlons—attach schedule] 12 S
13 Total (combine lines 3 through 12) . . 13

Deductions Not Taken Elsewhere (See page 9 of the instructions for limitations on deductions.)
(Except for contributions, deductions must be directly connected with the unrelated business income.)

14 Compensation of officers, directors, and trustees (Schedule K} . . . . . . . . . . . . 14
15 Salariesandwages . . . . . . w4 v e e e e e e e e e e e e .. |5
16 Repairsand maintenance . . . . . . . . . . . . . . . e e e ... . |18
17 Baddebts . . . e 4
18 Interest (attach schedule) O M
19 Taxes and licenses. . . O s £
20 Charitable contributions (see page 11 of the |nstructlons for hmltatlon rules) C e e e e 20 S
21 Depreciation (attach Form 4562) . . . .2y |
22 Less depreciation claimed on Schedule A and elsewhere on return . (22a] | 22b
23 Depletion . . . O I
24 Contributions to deferred compensatlon plans e e e e e e e e e e e e e |2
25 Employee benefitprograms . . . . . . . . . . . . 4 . 4w . w o w oo . . . |25
26 Excess exempt expenses (Schedule I) A < -
27 Excess readership costs {Schedule J) . . . . . . . . . . . . . . o ... 27
28 Other deductions (attach schedule) . . . . . . . « . v + & 4 v 0 . . . . . |28
29 Total deductions (add lines 14 through 28) . . . . 29
30 Unrelated business taxable income before net operating loss deductlon (subtract Ime 29 from Ime 13) 30
31 Net operating loss deduction . . .3
32 Unrelated business taxable income before specmc deductlon [subtract Ilne 31 from Ime 30) . 32
33 Specific deduction (Generally $1,000, but see line 33 instructions for exceptions), . . 33
34 Unrelated busi t i (subtract line 33 from line 32) if line 33 is greater than Ilne

32, enter the smallerof zeroorfine32 . . . . . . . . . . P - )
For Paperwork Reduction Act Notice, see instructions. Cat. No. 11291) Form 990-T (2001)

*

Continued on the next page

1-24-03 1-PL (Rev. 1) Amend. 40 Page 7



*--|RS Tax Return Forms (Continued)

B
Form 990-T
(Continued)

1-24-03

Exhibit 10
(Par. 632)

Form 990-T (2001)

Page 2

Tax Computation

35 Orgamzatlons Taxable as Corporations (see instructions for tax_computation on page 12).
Controlled group members (sections 1561 and 1563)—check here [J. See instructions and:
a Enter your share of the $50,000, $25,000, and $9,925,000 taxable income brackets (in that order):
mls L | @ls ] @ls |
b Enter organization’s share of: (1) additional 5% tax (not more than $11,750)
(2) additional 3% tax (not more than $100,000) .
¢ Income tax on the amount on line 34
36 Trusts Taxable at Trust Rates (see instructions for tax computatlcn on page 13) Income tax on

the amount on line 34 from: [ Tax rate schedule or [J Schedule D (Form 1041) . . . . » |36
37 Proxy tax (see page 13 of the instructions) A =L
38 Alternative minimum tax . e I
Total {add lines 37 and 38 to Ime 35c or 36 whlchever appl|es) 39
Tax and Payments
40a Foreign tax credit (corporations attach Form 1118; trusts attach Form 1116) . |40a
b Other credits (see page 13 of the instructions) . . 40b
¢ General business credit—Check here and indicate whlch forms are
attached: [J Form 3800 [ Form(s)(specify) »............cccoevunn... 40c
d Credit for prior year minimum tax (attach Form 8801 or 8827) . . . [40d
e Total credits {add fines 40athrough40d) . . . . . . . . . . . . . . . . . . . |40e
41 Subtract line 40e from line 39 ., . a1
42 Other taxes. Check if fom: [ Form 4255 1 Form 8611 O Form 8687 (1 Form 8866 L Cther (attach schedule) 42
43  Total tax (add lines 41 and 42) . . . P . & -
44 Payments: a 2000 overpayment credited 02001, . . . . . . |4a
b 2001 estimated tax payments . . . . . . . . . . . . . . [44b
¢ Tax deposited with Form 8868, . . . 44c
d Foreign organizations—Tax paid or W|thheld at source (see lnstructlons) 44d
e Backup withholding {see instructions) . . . . . . . . . . . [44e
f Other credits and payments (see instructions) . . . ., . . . . L44f
45 Total payments (add lines 44a through 44f) . . . . |45
46 Estimated tax penalty (see page 4 of the instructions). Check > D |f Form 2220 is attached . 46
47  Tax due—If line 45 is less than the total of lines 43 and 46, enter amountowed . . . . . » |47
48  Overpayment—If line 45 is larger than the total of lines 43 and 46, enter amount overpaid . > | 48
49  Enter the amount of line 48 you want: Credited to 2002 estimated tax » Refunded » 49

Mtements Regarding Certain Activities and Other Information (See instructions on page 15.)

1 At any time during the 2001 calendar year, did the organization have an interest in or a signature or other authority
over a financial account in a foreign country (such as a bank account, securities account, or other financial account)?
If “Yes,” the organization may have to file Form TD F 90-22.1. If “Yes,” enter the name of the foreign country
here »

2 During the tax year, did the organization receive a dlstnbutlon from, or was it the grantor of, or transferor to, a foreign trust?
If “Yes,” see page 15 of the instructions for other forms the organization may have to file.

3 Enter the amount of tax-exempt interest received or accrued during the tax year ™ $

Schedule A—Coast of Goods Sold (See instructions on page 16.)

Yes| No

_

Method of inventory valuation (specify) »

1 Inventory at beginning of year 1 6 Inventory at end of year -
2 Purchases ., . . . . . .|2 7 Cost of goods sold. Subtract line
3 Costoflabor., , . . 3 6 from line 5. (Enter here and on
4a Additional section 263A costs line 2, Partl) . .
(attach schedule) . . . 4a 8 Do the rules of sectlon 263A (W|th respect to
b Other costs (attach schedule) 4b property produced or acqulred for resale) apply
§ Total--Add lines 1 through 4b 5 to the organization? .
Under penaltles of perjury, | declare that | have examined this return, Including and and to the bast of my knowledge and bellel, It Is true,

Sign correct, and complete. Declaration of preparar (other than taxpayer) is based on all information of which preparer has any knowledge.

May the IRS discuss this retum with
Here } | } the preparer shown below (see
Signature of officer Date Title instructions)? ] Yes [ No

Paid Preparer’s } Date Check if Preparer's SSN or PTIN
P . signature self-employed D
urepf)rer S [Fim's name for | EIN
se Onl yours f self-
ly address, and ZIP code | Phone no.  { )

Form 990-T (2001)

*

Continued on the next page
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Exhibit 10
(Par. 632)
*--|RS Tax Return Forms (Continued)

B
Form 990-T :
Form 990-T (2001} Page 3

(Con“ nued) Schedule C—Rent Income (From Real Property and Personal Property Leased With Real Property)
(See instructions on page 16.)

1 Description of property

a

@
@
@
2 Rant received. or accrued
(a) From personal property (if the percentage of rent (b) From real and personal property (if the 3 Deductions directly connected with the income in
for personal property Is mare than 10% but not |  percentage of rent for personal property exceeds columns 2(a) and 2(b) (attach schedule)
more than 509) 50% or If the rent Is based on profit o Income)
a
@
)]
@
Total Total .
Total deductions. Enter

Total income (Add totals of columns 2(a) and 2(b). Enter here and on line 6, column
here and on ling 6, column (A), Part |, page 1) . . (B), Part |, page 1. . ™
Schedule E—Unrelated Debt-Financed Income (See instructions on page 17)

) . 3 Deductions directly connected with or allocable to

1 Deseription of debt-financed propert ﬁ Grv'sls‘: mcg nl;(: :]ro an ord debt-financad property
property alloca t?o ;1 ~financed ey Straight line depreciation {b) Other deductions
. property {attach schedule) (attach schedule)

a
@
€]
@

4 Amount of average § Average adjusted basis of [ :

acquisition debt on or or allocable to Calumn 4 7 Gross Income reportable (CO]?I '::ogﬂ)?lfo?;d;cégnf“ ns

allocable to debt-financed debt-financed property divided by {column 2 X column 6} 3(a) and 3(5))
property (attach scheduls) (attach schedule) column 5
a %
@ %
[©)] %
@ %
Enter here and on line 7, | Enter here and on line 7,
column (A), Part I, page 1.| column (B), Part |, page 1.

Totals. . . . . . . .
Total divi ived daductlons |nc|uded in column 8 >

Schedule F—Interest, Annuities, Royalties, and Rents From Controlled Orgamzatlons (See instructions on page 18.)
Exempt Controlled QOrganizations

1 Name of Controlled 2 Employer 3 Net unrelated income |4 Total of specified| 5 Part of column (4) that is | 6 Deductions directly
QOrganization Ig ion Number {loss} (see instructions) payments made | Included in the controlling | connected with income
organization’s gross income in colunn (5}

a
@
(€]

@
Nonexempt Controlled Organizations
7 Taxable Income 8 Net unrelated Income 9 Total of specified 10 Part of column (9) that is 11 Deductions directly
(loss) (see 15) pay made included in the controlling connected with income in
organization’s grass income column (10)

a

@

()]

@
Add columns § and 10. Enter Add columns 6 and 11. Enter
here and on line 8, Column (A), here and on line 8, Column (B},
Part |, page 1. Part |, page 1.

12 Totals

Form 980-T (2001)

*

Continued on the next page
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*--|RS Tax Return Forms (Continued)

B
Form 990-T
(Continued)

1-24-03

Exhibit 10
(Par. 632)

Form 990-T (2001)

Page 4

Schedule G—Investment Income of a Section 501(c)(7), (9), or (17) Organization
(See instructions on page 18.)

1 Description of income

2 Amount of income

3 Deductlons
directly connected

{attach schedule)

o

4 Set-asides
(attach scheduls)

5 Total deductions
and set-asides (col. 3
plus col. 4}

2

8

@

Totals ., . . >

Enter here and on line 9,
column (A), Part |, page 1.

Schedule I—Exploited Exempt Activity Income, Other Than Advertising Income
(See instructions on page 18.)

Enter here and on line 9,
column (B), Part |, page 1.

1 Description of exploited activity

3 Expenses {loss) from
uﬁr%{:tsesd directly unrelated trade
business income connected with or business
from trade or production of (column 2 minus
unrelated column 3}. If &

business

business income

4 Net income

gain, compute
cols. 5 through 7.

§ Gross income
from activity that
is not unrelated
buslness Income

6 Expenses
attributable to
column 5

7 Excess exempt
expenses
(column & minus
column 5, but not
more than
column 4},

Schedule J—Advertising Income (See instructions on page 19.)

Income From Periodicals Reported on a Cons

solidated Basis

4 Advertising reagerlzsfw?ss:osts
2 Gross gain or {loss) (col. umn 6 minus
I - D e o B I e
cols. 5 through 7. column 4).
m 7 7
@ ]
@ 7
W V%7000
Column totals (carry to Part I,
line (5) . .
Income From Periodicals Reported on a Separate Basis (For each periodical listed in Part Il fill in
columns 2 through 7 on a ling-by-line basis.)
a
@
(€]
@

(5) Totals from Part |

Enter here and on | Enter here and on

Enter here and

line 11, col. {A), line 11, col. (B), on line 27, Part Il
Part |, page 1. Part |, page 1. page 1.
Caolumn totals, Part Il .
Schedule K~—~Compensation of Officers, Directors, and Trustees (See instructions on page 19.)
’ 3 Percent of N -
. 4 Compensation attributable to
1 Name 2 Title “miﬁse“r’g:: to unrelated business
%
%
%
%
Total—Enter here and on line 14, Part Il, page 1. »

Form 990-T (2001

*
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*--|RS Tax Return Forms (Continued)

C
Form 1040

1-24-03

Exhibit 10
(Par. 632)

£ 1040

Department of the Treasury—Internal Revenue Service

U.S. Individual Income Tax Return

2001 | o

IRS Use Only—Do not write or staple in this space.

Label

(See
instructions
on page 19.)

Use the IRS
label.
Otherwise,
please print
or type

Presidential

Frmo>»r

momzT

For the year Jan. 1-Dec. 31, 2001, or other tax year beginning

2001, ending .20

OMB No. 1545-0074

Your first name and initial

Last name

Your social security number

If a joint return, spouse’s first name and initial

Last name

Spouse's social security number

Home address (number and street). If you have a P.O. box, see page 19

TApl no.

City, town or post office, state, and ZIP code. If you have a foreign address, see page 19.

J

Election Campaign
(See page 19.)

3

Note. Checking "Yes" will not change your tax or reduce your refund.
Do you, or your spouse if filing a joint return, want $3 to go to this fund?

A Important! A
You must enter
your SSN(s) above

You

s [ves UND [yes [Ino

Spouse

. 1 Single
F"mg Status 2 || Married filing joint return (even if only one had income)
3 || Married filing separate return. Enter spouse’s social security no. above and full name here. »
Check only 4 Head of household (with qualifying person). (See page 19.) If the qualifying person is a child but not your dependent,
one box. || enter this child’s name here. »
5 Qualifying widow(er) with dependent child (year spouse died » ). (See page 19.)
. 6a [ ] Yourself. If your parent (or someone else) can claim you as a dependent on his or her tax No. of boxes
Exemptlons return, do not check box 6a checked on
6a and 6b
b D Spouse . - S S S S R No. of your
¢ Dependents: (2) Dependent's (3) Dependent's (“],V i qualifying children on 6¢
social security number relationship to child for child tax who:
(1) First name Last name y you credit (see page 20] N
- ed with you
. : U © did not live with
If more than six : O you due to divorce
dependents, " 0 or separation
see page 20. : (see page 20)
: : O on 6c
. D nnl entered above
s Add numbers
: : D entered on D
d_Total number of exemptions claimed . . . lines above »
7 Wages, salaries, tips, etc. Attach Form(s) W-2 I 7 [
Income 8a Taxable interest. Attach Schedule B if required S 8a |
Attach b Tax-exempt interest. Do not include on line 8a [8b | I
Forms W-2 and 9  Ordinary dividends. Attach Schedule B if required . 9
W-2G here. 10 Taxable refunds, credits, or offsets of state and local income taxes (See page 22) 10
Also attach
Form(s) 1099-R 11 Alimony received 1
if tax was 12 Business income or (I0ss). Attach Schedule C or C EZ 12
withheld. 13 Capital gain or (loss). Attach Schedule D if required. If not requlred check here P D 13
14 Other gains or (losses). Attach Form 4797 . . . S 14
If you did not 15a Total IRA distributions . | 15 | | | b Taxable amount (see page 23) |15
gia Z;f'm 16a Total pensions and annuities l 16a 1 b Taxable amount (see page 23 | 16b
e P ' 17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E 17
Enclose, but do 18 Farm income or (loss). Attach Schedule F . 18
not attach, any 19 Unemployment compensation Lo 19
payment. Also, ‘ | | | 20b
please use 20a Social security benefits 20a b Taxable amount (see page 25)
Form 1040-V. 21 Other income. List (ype and amount (see page 27) .. ... oo 21
22 Add the amounts in the far right column for lines 7 through 21. This is your totalincome » | 22
i 23 IRA deduction (see page 27) . . . .. 23
AdJUSted 24  Student loan interest deduction (see page 28) L. 24
Gross 25  Archer MSA deduction. Attach Form 8853 . . . . . 25
Income 26 Moving expenses. Attach Form 3903 . . . . |26
27  One-half of self-employment tax. Attach Schedule SE . 27
28 Self-employed health insurance deduction (see page 30) 28
29  Self-employed SEP, SIMPLE, and qualified plans . . |29
30 Penalty on early withdrawal of savings . . . . . . 30
31a Alimony paid b Recipient's SSN b H : 31a
32 Add lines 23 through 31a , . . e e | 32
33  Subtract line 32 from line 22. This is your ] igrossincome . . . . . > | 33 |

For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see page 72.

Cat. No. 11320B

Form 1040 (2001)

*
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Exhibit 10
(Par. 632)

*--|RS Tax Return Forms (Continued)

D

Schedule F,

Form 1040

1-24-03

SCHEDULE F Profit or Loss From Farming | _OMB No. 15450074
(Form 1040) 2@01
. > Attach to Form 1040, Form 1041, Form 1085, or Form 1065.B.
Depanment of the Treasury Attachment
Internal Revenue Service  (99) » See Instructions for Schedule F (Form 1040), Sequence Na. 14
Name of proprietor Social security number (SSN)
A Principal product. Describe in one or two words your principal crop or activity for the cient tax year. B Enter code from Part tV
‘ L J
D Employer ID numbar (EIN), If any
C Accounting method: [{)] O cash @) [ Accrual l i [ | ‘ l | | |
E Did you "materially participate” in the operation of this business during 20017 If "No,” see page F-2 for limit on passive losses. [] Yes [ No
Farm Income—Cash Method. Complete Parts | and Il (Accruat method tampayers complete Parts Ii and Iil, and line 11 of Part 1)
Do not include sales of live k held for draft, breeding, sport, or dairy purposes; report these sales on Form 4797.
1 Sales of livestock and aother items you bought for resale , . . 1
2 Cost or other basis of livestock and other items reported on line 1 . l 2 l i
3 Subtractline 2 fromline1 . . . , . . . - e e e 3

4 Sales of livestock, produce, grains, and other produc!s ou ralsed e e e e e e L
5a Total cooperative distrlbutions (Form(s) 1099-PATR} H 5b Taxable amount | b
Ba Agricultural program payments (see page F-2} m—- 6b Taxable amount | 6D

7 Commodity Credit Corporation (CCC) loans (see page F-3):

a CCCloans reported underelection . . . . . . . . . . . . . . . ... .. 7a
b CCC loans fodeited . . . . . . . . LTo] [ 1 7c Taxable amount | Tc L
8 Crop insurance praceeds and certain disaster payments (see page F-3):
a Amountreceived in2001 . ., . . . . [8a | l J 8b Taxable amount | 8D
c If election to defer to 2002 is attached, check here » [J 8d Amount deferred from 2000 . . 8d
8 Custom hire {machine work) income . . . e e 9
10 Other income, including Federal and state gasolme or fuel tax credlt or relund (see page F 3) P 10

11 Gross income. Add amounts in the right column for lines 3 (hrough 10. If accrual method taxpayer, enter
»

the amount from page 2, line 51 - n
IEIII Farm Expenses—Cash and Accrual Merhod Do not mclude personal or hvnng expenses such as taxes, insurance,
repairs, etc., on your home.

12 Carand truck expenses (see page 25 Pension and proﬁt-sharing
F-4—also attach Form 4562), . | 12 plans . . . ., -
13 Chemicals . . . . . . 13 26 Rent or lease (see page F 5]
14 Conservation expenses (see a Vehicles, machinery, and equip-
pageF-4) . . . . . 14 ment . . . . L . . 26a
15 Custom hire (machine work) - b Other {land, animals, etc) , . |26b
16 Depreciation and section 179 27 Repairs and maintenance ., | 27
expense deduction not claimed 28 Seeds and plants purchased . 28
elsewhere (see page F-4) . . | 16 29 Storage and warehousing . . | 29
17 Emﬁloyee benefit programs 30 Supplies purchased . . . . | 30
otherthanon line2s. , . . |17 31 Taxes ., . . . . . . 31
18 Feed purchased . . . . 18 32 Utiities , . . 32
19  Fertilizers and lime . , ., [ 19 33 Veterinary, breeding, and med-cme 33
20 Freight and trucking . . . . [ 20 34 Other expenses (specify):
21 Gasoline, fuel, and oil . . . |21 a 34a
22 Insurance {other than heaith) . | 22 b 34b
23 interest: c 3¢
a Mortgage (paid to banks, etc) . [23a d 34d
b Other . . 23b e 34e
24 Labor hired (less employment credlts) 24 f 341
35 Total expenses. Add lines 12 through 34f . . . . e P
36 Net farm profit or {loss). Subtract line 35 from line 11. If a proﬁt. enter on Foﬂn 1040, line 18, and also on
Schedule SE, line 1. if a loss, you must go on to line 37 festates, trusts, and partnerships, see page F-6) , , L36

37 If you have a loss, you must check the box that describes your investment In this activity (see page F-6).
® |f you checked 37a, enter the loss on Form 1040, line 18, and also on Schedule SE, line 1. 37a E Al Inyesunent is at risk.
® If you checked 37b, you must attach Form 6198. 37b L] Some investment Is not at risk.

For Paperwork Reduction Act Notice, see Form 1040 instructions. Cat. No. 11346H Schedule F {Form 1040) 2001

*

Continued on the next page
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Exhibit 10
(Par. 632)

*--|RS Tax Return Forms (Continued)

D

Schedule F,
Form 1040

(Continued)

1-24-03

Schedule F (Form 1040) 2001 Page 2
Farm Income—Accrual Method (see page F-6)

Do not include sales of livestock held for draft, breeding, sport, or dairy purposes; report these sales on Form
4797 and do not include this livestock on line 46 below. -

38 Sales of livestock, produce, grains, and other products during theyear. . . . . . . . . . 38
39a Total cooperative distributions (Formis) 1099-PATR) [ 39a | |1 38b Taxable amount | 38b
40a Agricultural program payments, . ., . . | 408] | | 40b Taxable amount | 40b

41 Commodity Credit Corporation (CCC) loans:

a CCCloansreported underelecton . . . . . . . . . . . . .. . . .., ., 418
b CCC loans forfeited . . . . . . . . L41b] | | 41c Taxable amount |41c
42 Cropinsurance proceeds . . . . . . . . . w4 e e e 42
43  Custom hire {machine work)income . . . . . . . . . . . . . . . .. . .. 43
44  Other income, including Federal and state gasoline or fuel tax creditorrefund . . . . . . . a4
45  Add amounts in the right column for fines 38 through 44 . . . . . . . . . . . ... . 45 .
46  Inventory of livestock, produce, grains, and other products at beginning of
theyeal, . . . . . . . . . e w e e e . ... |88
47  Cost of livestock, produce, grains, and ather products purchased during
theysar, . . . . . . . . ... e e e e ... 4
48 Addlines46and4? . . . . . . . . . . . . . . . . La8
49 Inventory of fivestock, produce, grains, and other products at end of year L49
50  Cost of livestock, produce, grains, and other products sold. Subtract line 49 from hine 48~ , . . 50
51 Gross Subtract line 50 from line 45, Enter the resutt here and onpage 1, line 11 . . . . » 51

“If you use the unit-livestock-price method or the farm-price method of valuing Inventory and the amount on line 49 Is larger than the amount on
line 48, subtract line 48 from line 49. Enter the result on line 50. Add lines 45 and 50. Enter the total on line 51,

Principal Agricultural Activity Codes

Caution. File Schedule C (Form 1040), Profit or Loss From 111400 Greenhouse, nursery, and floriculture production
Business, or Schedule C-EZ (Form 1040), Net Profit From 111 th farmi
Business, instead of Schedule F if %00 Other crop farming

® Your principal source of income is from providing Animal Production
agricultural services such as soil preparation, veterinary, farm 112111 Beef cattle ranching and farming
E:S?;, :rcmcultural, or management for a fee or on a contract 112192 Cattle feedlots

e You are engaged in the business of breeding, raising, and 112120 Dairy cattle? and "?"k production
caring for dogs, cats, or other pet animals. 112210 Hog and pig farming

112300  Poultry and egg production
These codes for the Principal Agricultural Activity classify farms 112400  Sheep and goat farming
by the type of activity they are engaged in to facilitate the

administration of the internal Revenue Code. These six-digit 112510 Animal aquaculture

codes are based on the North American Industry Classification 112900  Other animal production
System (NAICS). Forestry and Loggin

Select one of the foliowing codes and enter the six-digit Ty 9ging o § .
number on page 1, line B. 113000 Forestry and logging (mcludm.g forest nurseries

and timber tracts]
Crop Production )

111100 . Oilseed and grain farming
111210 Vegetable and melon farming
111300  Fruit and tree nut farming

Schedule F (Form 1040) 2001

*

Continued on the next page
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Exhibit 10

(Par. 632)
*--|RS Tax Return Forms (Continued)

E
Form 1041

Department of the Treasury—Internal Revenue Service
5 1041 U.S. Income Tax Return for Estates and Trusts 2001

For calendar year 2001 or fiscat year beginnin , 2001, and endin .20 OMB No. 1545-0092
year beginning g
A Type of entity: Name of estate or trust (If a grantor type trust, sea page 10 of the instructions.) C Employer Identification number
[T pecedens estate L
D Simple trust _ D Date entity created
O Complex trust
Name and title of fiduciary E Nonexempt charitable and split-
O arantor type trust interest trusts, check applicable
| Bankruptcy estate-Ch. 7 boxes (see page 11 of the
Number, street, and room or suite no. {if a P.O. box, see page 10 of the instructions.) instructions):
Bankruptcy estate~Ch. 11 9
Pooled income fund - » [ pescribed in section 4947(a)(1)
B Etliu;?:?leerd cifs é;:hedules K-1 | City or town, state, and ZIP code O Nota private foundation
instructians) b [ Described in section 4947(2)(2)
F Eggli(':(ahle T witial return L1 Final return O amended return G Pooled mortgage account (see page 12 of the instructions):
0XES: Change in fiduciary's name 1 Change in fiduciary's address 0 Bought [1 soid Date:

1 Interest income . 1
2 Ordinary dividends. . 2
3 Business income or (foss) (attach Schedule C or C EZ (Form 1040)) 3
E 4  Capital gain or {loss) (attach Schedule D (Form 1041)) . 4
8 5§ Rents, royalties, partnerships, other estates and trusts, etc. (attach Schedule E (Form 1040)) 5
E 6 Farm income or (loss} (attach Schedule F (Form 1040) 6
7 Ordinary gain or (loss) (attach Form 4797) . 7
8 Other income. List type and amount 8
9 Total income. Combine lines1through8 . , , . . . . . . . . . . . . P 9
10  Interest. Check if Form 4952 is attached » [J . . . . . . . . . . . . . . 10
L T £ 11
12 Fiduciary fees . . . e e e e 12
13 Charitable deduction (from Schedule A, fine 7) e e e e 13
g 14 Attorney, accountant, and return preparer fees . . . e e e 14
g 15a Other deductions not subject to the 2% floor (attach schedule) e e e 15a
8| b Allowable misceltaneous itemized deductions subject to the 2% floor. . . . . . . 15b
g 16 Total. Add lines 10 through 15b . . 16

17 Adjusted total income or (loss), Subtract line 16 from Iine 9 Enter here and on Schedule B Ime1 > 17
18 Income distribution deduction (from Schedule B, line 15) {attach Schedules K-1 (Form 1041)) |18

19  Estate tax deduction {including certain generation- sklpplng taxes) (attach computation) , , |18,
20 Exemption . . . N e e e e e 20
21 __ Total deductions. Add Ilnes 1B through 20 e e e . T
22 Taxable income. Subtract line 21 from line 17. If a loss, see page 17 of the instructions | 22
23 Total tax (from Schedule G, line 7} , . . . .. 23
« |24 Payments: a 2001 estimated tax payments and amount applled from 2000 return . . . |24a
€| b Estimated tax payments allocated to beneficiaries (from Form 1041-T) . . . . . . 24b N
g ¢ Subtract line 24b from line 24a . . P 24c
2| d Tax paid with extension of time to file: ) Form 2788 [ Form 8736 LJ Form 8800 |24d
% e Federal income tax withheld. If any is from Form(s) 1098, check » [0 . . . . 24e
£ Other payments: f Form 2439 .__._._................. ;g Forma136 .. Tohal » |24h
x |25 Total payments. Add lines 24c through 24e, and 24h . . . . . . . . . . . » |25
2|26 Estimated tax penalty (see page 17 of the instructions) . . . 26
27 Tax due. If line 25 is smaller than the total of lines 23 and 26, enter amount owed R 14
28 Overpayment. If line 25 is larger than the total of lines 23 and 26, enter amount overpaid 28
29 Amount of line 28 ta be: a Credited to 2002 estimated tax P ; b Refunded > | 29
tUnder penalties af perjury, | declare that | have examined this retum, including and and to the best of my knowledge and belief, it is true,
Si gn correct, and complete. Declaration of preparer {other than taxpayer) is based on ail information of which preparer has any knowtedge.
Here | [» L W e repare han T
} Signature of fiduciary or officer representing fiduciary Date EIN of fiduciary if a financial institution | tsee page 77 L1 Yes [1No
Paid } Preparer's Date I Gheck I | Preparer’s SSN or PTIN
Preparer's [T : , sot-anploged ]
Firm's narme (or [ e :
Use Only Zg:::s‘s, and ZIP ¢ode. | Phoneno._( )
For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11370H Form 1041 (2001)

*
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Exhibit 10

(Par. 632)
*--|RS Tax Return Forms (Continued)

E

Form 1041 Form 1041 (2001) Page 2
(Continued) Charitable Deduction. Do not complete for a simple trust or a pooled income fund.
1 Amounts paid or permanently set aside for charitable purposes from gross income (see page 18) 1
2 Tax-exempt income allocable to charitable contributions (see page 18 of the instructions) 2
3 Subtract line 2 from line 1. 3
4  Capital gains for the tax year allocated lo corpus and pald or permanently set asrde for chantable purposes 4
5 Add fines 3 and 4 5
6 Section 1202 exclusion allocable to caputal galns pald or permanently set aS|de for chantable
purposes (see page 18 of the instructions) 6
7 Charltable deduction. Subtract line 6 from line 5. Enter here and on page 1, Ilne 13 7
Income Distribution Deduction
1 Adjusted total income (see page 18 of the instructions) . 1
2 Adjusted tax-exempt interest . 2
3 Total net gain from Schedule D (Form 1041) Ilne 16 column (1) (see page 19 of the mstrucuons) 3
4  Enter amount from Schedule A, line 4 (reduced by any allocable section 1202 exclusion). L1
§ Capital gains for the tax year included on Schedule A, line 1 (see page 19 of the instructions) 5
6 Enter any gain from page 1, line 4, as a negative number. If page 1, line 4, is a loss, enter the
loss as a positive number |, . . 6
7 Distributable net income (DNI). Combme ||nes 1 through 6 If zero or Iess enter 0- .. 7 I
8 If a complex trust, enter accounting income for the tax year as | ‘
determined under the governing instrument and applicable local faw 8
9 Income required to be distributed currently . . . . Coe e e e 9
10 Other amounts paid, credited, or otherwise required to be dlstnbuted e 10
11 Total distributions. Add lines 9 and 10. If greater than line B, see page 19 of the |nstruct|ons 1
12  Enter the amount of tax-exempt income included onfine 11 . . . ., . ., . . , . . 12
13 Tentative income distribution deduction. Subtract line 12 from line 11 . . . 13
14 Tentative income distribution deduction. Subtract line 2 from line 7. If zero or Iess. enter -0- 14
Income distribution deduction. Enter the smaller of line 13 or line 14 here and on page 1, line 18 15
Tax Computation (see page 20 of the instructions)
1 Tax:a {1 Taxrate schedule or [ Schedule D (Form 1041) . . [1a
b Tax on lump-sum distributions {attach Form 4972), . . , [1b
¢ Alternative minimum tax (from Schedule |, line 39). . . . Llc _
d Total. Add lines lathrough1c . . . . . . . .. ... .. ... » | [
2a Foreign tax credit (attach Form 1116) . . . . . . . . . . 2a
b Other nonbusiness credits (attach schedule) . . . . 2b
¢ General business credit. Enter here and ¢heck which forms are attached
[0 Form 3800 [ Forms (specify) ™ ......oo.eeeeeemiieiane. 2¢
d Credit for prior year minimum tax (attach Form 8801) . . . . . L2d
3 Total credits. Add lines 2a through2d . . . N 3
4 Subtract line 3 from fine 1d. If zero or less, enter -0- 1
§ Recapture taxes. Check if from: [J Form 4255 [J Form 8611 5 .
6 Household employment taxes. Attach Schedule H (Form 1040) e e e e e 6
7 Total tax. Add lines 4 through 6. Enter here and on page 1. line23. . . . . . . . P 1
Other Information |Yes| No
1 Did the estate or trust receive tax-exempt income? if "Yes,” attach a computation of the allocation of expenses
Enter the amount of tax-exempt interest income and exempt-interest dividends ™ $ ___._.._.._................. /
2 Did the estate or trust receive all or any part of the earnings (salary, wages, and other compensation) of any %
individual by reason of a contract assignment or similar arrangement? .
3 Atany time during calendar year 2001, did the estate or trust have an interestin or a 5|gnature or other authorlty
over a bank, securities, or other financial account in a foreign country? .
See page 21 of the instructions for exceptions and filing requirements for Form TD F 90 22 1. If “Yes enter
the name of the foreign CoUNtry P> .. it r e e e e n e e e e m e n e e 7
4 During the tax year, did the estate or trust receive a distribution from, or was it the grantor of, or transferor to,
a foreign trust? If “Yes,” the estate or trust may have to file Form 3520. See page 21 of the instructions
5 Did the estate or trust receive, or pay, any qualified residence interest on seller-provided financing? It "Yes,”
see page 21 for required attachment . .o
6 If this is an estate or a complex trust making the sectron 663(b) elect|on check here (see page 21) |
7 To make a section 643(e)(3) election, attach Schedule D (Form 1041), and check here (see page 21), . » [
8  if the decedent's estate has been open for more than 2 years, attach an explanation for the delay in closing the estate, and check here »[] 7
9 Are any present or future trust beneficiaries skip persons? See page 21 of the instructions . ..
Form 1041 (2001

*
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Exhibit 10
(Par. 632)
*--|RS Tax Return Forms (Continued)

E
Form 1041 .
(Conti nued) Form 1041 {2001) Page 3

Alternative Minimum Tax (see pages 21 through 27 of the instructions)
Part |I—Estate's or Trust's Share of Alternative Minimum Taxable income

1 Adjusted total income or (loss) {from page 1, line17), . . . . . . . . . . . . . 1
2 Net operating loss deduction. Enter as a positive amount . e e e e e e 2
3 Addlinestand2 . . . . 3 I
4 Adjustments and tax preference ltems
alnterest . . . . . . . L L L L L L. 4a
b Taxes . . . . b
¢ Miscellaneous |tem|zed deductlons (from page 1 Ilne 15b) ... [ Ace
d Refund of taxes . . . e 4d i( )
e Depreciation of property placed in service after 1986 ... . L Lae
f Circulation and research and experimental expenditures . . . . | 4f
g Mining exploration and development costs . . . L4
h Long-term contracts entered into after February 28, 1986 .. . |4
i Amortization of pollution control facilities. . . . . . . . . 4i
J Installiment sales of certain property . . . [N 4
k Adjusted gain or loss (including incentive stock optlons) A LS
I Certain loss limitations . . . . e e e 4
m Tax shelter farm activites . . . . . . _ . . . . . . . am
n Passive activities . . . . e an
© Beneficiaries of other trusts or decedent s estates . )
p Tax-exempt interest from specified private activity bonds . . . . . 4P
q Depleton , , . |
r Accelerated deprematlon of real property placed in service before 1987 ar
s Accelerated depreciation of leased personal property placed in service before 1987 |-4S
t Intangible driling costs, . . . o at
u Otheradjustments . . . . . . . . . . . . . . .. du
5 Combine lines 4a through 4u. 5
6 Addlines 3 and 5 6
7  Alternative tax net operating Ioss deduct:on (see page 25 of the mstructlons for hm:tatlons) 7
"8 Adjusted alternative minimum taxable income. Subtract line 7 from line 6. 8 I
Note: Complete Part Il below before going to line 9. )
9 Income distribution deduction from line 27 below . . . . . . . |9 | |
10 Estate tax deduction (fom page 1, line 19) . . . . . . . . . [10] |
11 Addlines9and 10 . . . . . L1
12 Estate’s or trust’s share of alternatuve minimum taxable income. Subtract Ilne 11 from Ilne 8 [12]
If line 12 is:
® $22,500 or less, stop here and enter -0- on Schedule G, line 1c. The estate or trust is not
liable for the alternative minimum tax.
® Over $22,500, but less than $165,000, go to line 28. N
& $165,000 or more, enter the amount from line 12 on line 34 and go to line 35,
Part ll—Income Distribution Deduction on a Minimum Tax Basis
13 Adjusted-alternative minimum taxable income (see page 25 of the instructions) . . . . . . |13
14 Adjusted tax-exempt interest (other than amounts inciuded on linedp), . . . . . . . 14
15  Total net gain from Schedule D (Form 1041), line 16, column (1). If a loss, enter -0- . . . 15
16 Capital gains for the tax year allocatad to corpus and paid or permanently set aside for charitable purposes (from Schedule A, Ilne 4 16
17  Capital gains paid or permanently set aside for charitable purposes from gross income {see page 26 of the instructions) 17
18 Capital gains computed on a minimum tax basis included on line 8, . . . . 18 |( )
19 Capital losses computed on a minimum tax basis included on line 8. Enter as a posltlve amount 19
20 Distributable net aliernative minimum taxable income (ONAMTI). Combine lines 13 through 19. if zero or less, enter -0- 20
21 Income required to be distributed currently (from Schedule B, line 9) . . 21
22  Other amounts paid, credited, or otherwise required to be distributed (from Schedule B Ilne 10) 22
23 Total distributions. Add lines 21 and 22 . . ... 23
24 Tax-exempt income included on line 23 (other than amounts mcluded on Ilne 4p) R L
25 Tentative income distribution deduction on a minimum tax basis. Subtract line 24 from line 23 25
26 Tentative i income distribution deduction on a minimum tax basis. Subtract line 14 from line 20. If zero or less, enter -0- 26
27 Income distri on a minimum tax basis. Enter the smaller of fine 25 or line 26. Enter here and on line 9 27

Form 1041 (2001)

*

Continued on the next page
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Exhibit 10

(Par. 632)
*--|RS Tax Return Forms (Continued)
E
Form 1041 Form 1041 (2001) ] Page 4
(Continued) Part li—Alternative Minimum Tax
28 Exemption amount | e e e e e e e e 28 22,500100
20 Enter the amount from line 12 . . . . . . . . . . .. 29
30 Phase-out of exemption amount . ., . . e e 30| £75,000 | 00
31 Subtract line 30 from line 29. If zero or less, enter -0- B ) |
32 Multiply line 31 by 25% (.25) . . . 32
33 Subtract line 32 from line 28. If zero or less, enter 0- 33
34 Subtract line 33 from line 29 . . 34 -
35 Go to Part IV of Schedule | to figure line 35 lf the estate or trust has a galn on Imes 15c and 16
of column (2) of Schedule D (Form 1041} (as refigured far the AMT, if necessary). All others: If
line 34 is—
® $175,000 or less, multiply line 34 by 26% (.26).
@ Over $175,000, multiply line 34 by 28% (.28) and subtract $3,500 from the result . . . 35
36 Alternative minimum foreign tax credit (see page 26 of instructions) . 36
37 Tentative minimum tax. Subtract line 36 from line 35 . . 37
38 Enter the tax from Schedule G, line 1a (minus any foreign tax credit from Schedule G, Ilne 2a) 38 I
39 = Alternative minimum tax. Subtract line 38 from line 37. If zero or less, enter -0-. Enter here and
on Schedule G, line 1c . 39
Part IV—Line 35 Computation Usmg Ma)umum Cap|tal Gams Rates
Caution: /f the estate or trust did not complete Part V of Schedule D (Form 1041), see page 27 of the instructions before
completing this part. .
40 Enter the amount from line 34 40 |
41  Enter the amount from Schedule D (Form 1041) Ilne 21 or Ime 9 of
the Schedule D Tax Worksheet, whichever apphes {as refigured for
AMT, if necessary) . . . . . 41
42 Enter the amount from Schedule D (Form 1041) I|ne 15b column (2)
(as refigured for AMT, ifnecessary). . . . . . . . . . . 42
43  Add lines 41 and 42. If zero or less, enter -0- . . . . 43
44 Enter the amount from Schedule D (Form 1041), line 21, or Ilne 4 of
the Schedule D Tax Worksheet, whichever apphes (as refi gured for
AMT, if necessary) . . . .. 44
45  Enter the smaller of line 43 or Ilne 44 . | 45
46  Subtract line 45 from line 40. If zero or less, enter o 46 |
47 . If line 46 is $175,000 or less, multiply line 46 by 26% (.26). Otherwnse, multlply hne 46 by 28%
(-28) and subtract $3,500 from the result . . » | 47
48  Enter the amount from Schedule D {Form 1041) I|ne 26 or Ime 16 nf the Schedule D Tax
Worksheet (as figured for the regular tax). e e e e e e e 48
49  Enter the smallest of line 40, line 41, or line 48 . 49 I
50 Enter the estate's or trust's allocable portion of qualified 5-year gain,
if any, from Schedule D (Form 1041) line 27 (as reflgured for the AMT,
if necessary). . . . e e 50
51 Enter the smaller of line 49 or hne 50 51
52 Multiply line 51 by 8% (.08) » [ 52
53  Subtract line 51 from line 49 , 53
54 - Multiply line 53 by 10% (.10} . . » | 54
55 Enter the smaller of line 40 or line 41 . 55
56  Enter the amount from line 49 56
57 Subtract line 56 from line 55. If zero or less, enter 0- 57
58 Multiply line 57 by 20% (.20) . » | 58
59 Enter the amount from line 40 59
60 Add lines 46, 49, and 57 60
61  Subtract line 60 from line 59 . . 61
62 Multiply line 61 by 25% (.25) . » [ 62
63 Add lines 47, 52, 54, 58, and 62. . . . 63 -
64  If line 40 is $175,000 or less, multiply line 40 by 26% [26} Omermse multlply ||ne 40 by 28% (28) W
and subtract $3,500 from the result , . 64
65 Enter the ller of line 63 or line 64 here and on line 35 . > 165
@ Form 1041 (2001)
__*
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Exhibit 10
(Par. 632)

*--|RS Tax Return Forms (Continued)

F
Form 1065

1-24-03

. | 06 5 U.S. Return of Partnership Income OMB No. 1545-0099

orm

Department of tha Treasury For calendar year 2001, or tax year beginning .. . +2001, and ending ......... L20.... . 2@01

Intemal Revenue Service » See segarale |nstructrons

A Principal business activity Name of partnership D Employer identification number
stse the : .

B Principal product or service | label. Number, street, and room or suite no. If a P.O. box, see page 13 of the instructions. E Date business started
Other-
wise, .

C Business code number | print City or town, state, and ZIP code F Total assets (see page 14 of
or type. the instructions)

$

G Check applicable boxes: (1} [ witial retum 2 [ Final return 3 [ Name change ) [ Address change ®) 3 Amended retum
H Check accounting method: (1) [ cash [74] O Accrual 3) O other (specify) P ...
I Number of Schedules K-1. Attach one for each person who was a partner at any time during thetax year ®...._...... ...

Caution: Include only trade or business income and expenses on lines 1a through 22 below. See the instructions for more information,

laGrossreceiptsorsales ., . . . i . . . . . . . . . |18
bless returns and allowances, . . . . . . . . . . . . L1b 1c
2 Cost of goods sold {Schedule A, line 8) . 2
qé 3 Gross profit. Subtract ling 2 from line Tc. 3
8 4 Ordinary income (loss) from other partnerships, estates and trusts (attach schedule) 4
£ | 5 Netfarm profit (loss) (attach Schedufe F (Form 1040)) 5
6 Net gain (loss) from Form 4797, Part II, line 18, 6
7 Other income (loss) {attach schedule} . 7
8 Total income (loss). Combine lines 3through7 . . . . . . . . . . . . . . . 8
g
&| 9 Salaries and wages (other than to partners) (less employment credits). . . . . . . . 9
£/10 Guaranteed paymentstopartners . . . . . . . . 4 . . v 4 0 e . 0 . . . 10
5111 Repairsand maintenance. . . . . . . . . . . o4 e e e e . ... |1
El12 Baddebts. . . . . . . .. L2
gwRent............................13
€114 Taxesandlicenses . . . . . . . . . . . w ... ... ... 14
£(15 Interest. . . e R A | -
i~ | 16a Depreciation (f requrred attach Form 4562) R .. [16a] |
&| b Less depreciation reported on Schedule A and elsewhere on return [ 16b ] | 16c
2|17 Depietion (Do not deduct oil and gas depletion) . . . . . . . . . . . . . . |17
&l18 Retirement Plans, etc. . . . . . v e e e e e e e e e e e .. 18
g 19 Employee benefitprograms . . . . . . . . . . . . L. . 0. ... 19
L4
é 20 Other deductions (attach schedule) . . . . . . . . . . . . . . . . ... L2
)
0|21 Total deductions. Add the amounts shown in the far right column for lines 9 through 20 . | 21
22 Ordinary income (loss) from trade or business activities. Subtract line 21 fromline8 . . | 22
Under penaltles of perjury, | declare that | have examined this return, i and and ta the best of my knowledge
and bellef, It Is true, cofrect, and complete. Declaration of preparer (other than general partner or Irmlted liability company member) is based on all
Si gn mformatron of which preparer has any knowledge.
May the (RS discuss this return
Here with lhe preparer shown below (see
} . __ __ ’ Yes No
Sighature of general partner or limited liability company member Date
Paid ’ :E?;Leé s Date ‘ g}fe_g:’f:;loyed .0 Preparer's SSN or PTIN
Preparer s Firm’s name (or yours i EIN >
Use Only | it self.employe }
address, an 71 code | | Phona no. { )

For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 113902 Form 1065 (2001)

*

Continued on the next page
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Exhibit 10
(Par. 632)
*--|RS Tax Return Forms (Continued)

F
For m 1065 Form 1065 (2001) . Page 2
(Contl nued) Cost of Goods Sold (see page 18 of the instructions)

Inventory at beginning of year . .

Purchases less cost of items withdrawn for personal use.

Cost of labor,

Additional section 263A costs {attach schedule)

Other costs (attach schedule} .

Total. Add lines 1 through 5

Inventory at end of year .

Cost of goods sold. Subtract Ilne 7 from Ilne 6. Enter here and on page 1 Ilne 2
a Check all methods used for valuing closing inventory:
[ Cost as described in Regulations section 1.471-3
@) [ Lower of cost or market as described in Regulations section 1.471-4
(i) [J Other (specify method used and attach explanation) B> ................cooooiiiiieee i
Check this box if there was a writedown of "subnormal” goods as described in Regulations section 1.471-2(c).
Check this box if the LIFO inventory method was adopted this tax year for any goods (if checked, attach Form 970) .
Do the rules of section 263A (for property produced or acquired for resale} apply to the partnership? . . OYes [ONo
Was there any change in determining quantities, cost, or valuations between opening and closing inventory? (1 Yes [ No
If "Yes,” attach explanation.

Bl LY  Other Information

Q™[O [N [ (G [N [=2

DO ND DS WN -

[ - N I -

What type of entity is filing this return? Check the applicable box: Yes| No
a [ Domestic general partnership b [J Domestic limited partnership
¢ [J Domestic limited liability company d [J Domestic limited liability partnership
e [] Foreign partnership F 00 Other B oo Z

2 Are any partners in this partnership alsc partnerships?

3 During the partnership’s tax year, did the partnership own any interest in another partnershlp orin any forelgn
entity that was disregarded as an entity separate from its owner under Regulations sections 301.7701-2 and
301.7701-37 If yes, see instructions for required attachment . .

4 s this partnership subject to the consolidated audit procedures of secnons 6221 through 6233? If “Yes." see
Designation of Tax Matters Partner below . .

6 Does this partnership meet all three of the following requlremems?

a The partnership’s total receipts for the tax year were less than $250,000;

The partnership’s total assets at the end of the tax year were less than $600,000; and

Schedules K-1 are filed with the return and furnished to the partners on or before the due date (|nclud|ng

extensions) for the partnership return. 7

If “Yes," the partnership is not required to complete Schedules L, M-1, and M-2; Item F onh page 1 of Form 1065;

or’ltem J on Schedule K-1 , N

6 Does this partnership have any foreign partners? lf “Yes,” the partnershlp may have to f||e Forms 8804 8805

and 8813. See page 20 of the instructions . e e e e

Is this partnership a publicly traded partnership as deflned in sectnon 469(k)(2)7 .

Has this partnership filed, or is it required to file, Form 8264, Application for Registration of a Tax Shelter?

9 At any time during calendar year 2001, did the partnership have an interest in or a signature or other authority
over a financial account in a foreign country (such as a bank account, securities account, or other financial
account)? See page 20 of the instructions for exceptions and filing requirements for Form TD F 90-22.1. If “Yes,”
enter the name of the fareign COUNTTY. B> L e

10 During the tax year, did the partnership receive a distribution from, or was it the grantor of, or transferor to, a

foreign trust? If “Yes,” the partnership may have to file Form 3520. See page 20 of the instructions

11 Was there a distribution of property or a transfer (e.g., by sale or death) of a partnershlp interest during the tax

year? If "Yes,” you may elect to adjust the basis of the partnership’s assets under section 754 by attachlng the
statement described under Elections Made By the Partnership on page 8 of the instructions ,

12__Enter the number of Forms 8865 attached to this return , . . . P V7
Designation of Tax Matters Partner (see page 20 of the mstructlons)
Enter below the general partner designated as the tax matters partner {TMP) for the tax year of this return:

o T

-~

©

Name of Identifying
designated TMP number of TMP }
Address of

designated TMP

Form 1065 (2001

*

Continued on the next page
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*--|RS Tax Return Forms (Continued)

F
Form 1065
(Continued)

1-24-03

Exhibit 10
(Par. 632)

Form 1085 (2001)

mﬂmﬂﬂ Partners’ Shares of iIncome, Credits, Deductions, etc.

Page 3

(a) Distributive share items

b) Total amount

1 Ordinary income (loss) from trade or business activities {page 1, line 22} , 1
2 Net income (loss) from rental real estate activities (attach Form 8825) . 2 |
3a Gross income from other rental activities . . . PR 3a
b Expenses from other rental activities (attach schedu/e) ... L3b
a ¢ Net income (loss) from other rental activities. Subtract line 3b from line 3a 3c
% | 4 Portiolio Income (loss):  a Interest income . 4a
= | b Ordinary dividends . ab
g ¢ Royalty income Ac
g d Net short-term capital galn (Ioss) (anach Schedule D (Farrn 1065)) 4411
£ e (1) Net long-term capital gain (loss) (attach Schedule D (Form 1065)) . . e(1)] I
(2) 28% e gain (iosZ) o (3) Qualified 5-year gain P __. 0
£ Other portfolio income (loss) (attach schedule) af
5 Guaranteed payments to partners 5
6 Net section 1231 gain (loss) (other than due to casualty or theft) (attach Form 4797) 8
7 Other Income (loss) (attach schedule) 7
S 8 Charitable contributions (attach schedule} . 8
.g g 9 Section 179 expense deduction {attach Form 4562). 9
8 g 10 Deductions related to portfolio income (itemize) . 10
11 Other deductlons fattach schedule) . . 11
12a Low-income housing credit: %
(1) From partnerships to which section 42(j(5) applies . 12a(1
2 (2) Other than on line 12a(1) . 12a(2)
g b Qualified rehabilitation expenditures related to rental real estate actlvmes (attach Form 3468) 12b
Q ¢ Credits (other than credits shown on lines 12a and 12b) related to rental real estate activities 12¢
d Credits related to other rental activities . 12d
13 Other credits . .. 13
& G| 14a Interest expense on investment debts . . . 14a
e § &| b (1) Investment income included on lines 4a, 4b, 4c, and 4f above . [14b(1)
EEE (2) Investment expenses included on line 10 above. . 14b(2)
2 [15a Net earnings (loss) from self-employment . 15a
%EE b Gross farming or fishing income . 15b
[ ¢ _Gross nonfarm income , 15¢
B 18a Depreciation adjustment on property placed in service after 1986 16a
- g b Adjusted gain or loss 16b
é-“-’ g ¢ Depletion (other than oit and gas) . 16c
g % =1 d (1) Gross income from oil, gas, and geothermal propertles 16d(1)
E. ] (2) Deductions allocable to oil, gas, and geothermal properties . 16d(2)
e Other adjustments and tax preference items {attach schedule) 16e
17a Name of foreign country or U.S. possession P ............cciioriiiiiiiiiiiiie e,
b Gross income from all sources
0 ¢ Gross income sourced at partner level . I
% d Foreign gross income sourced at partnership Ievel
] (1) Passive® ................. (2) Listed categories (attach schedule) ™ _........... {3) General limitation » | |l
g, e Deductions allocated and apportioned at partner level:
§ (1) Interest expense P ...t (2) Other . . . P I
u°_ f Deductions allocated and apportioned at partnership level to foreign source income:
(1) Passive > ................. {2) Listed categories (attach schedule) ™ _........... (%) General limitation - [171(3)
g Total foreign taxes (check one): » Paid[] Accrued [ 179
h Reduction In taxes available for credit {@ttach schedule) f o+ e e o . . |17n
18 Section 59{(e)(2) expenditures: a Type ™ .. ...........ccooiiiiiiiiiiiiii e, b Amount » | 18b
19 Tax-exempt interest income , 19
S |20 Other tax-exempt Income . 20
5 |21 Nondeductible expenses 21
© 22 Distributions of money (cash and marketable securltles) 22
23 Distributions of property other than money

24  Other items and amounts required to be reported separately to partners (amach schedule)

Form 1065 (2001)

*
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*--|RS Tax Return Forms (Continued)

F
Form 1065
(Continued)

Exhibit 10
(Par. 632)

Form 1065 (2001)

Page 4

Analysis of Net Income (Loss)

1 Netincome (loss). Combine Schedule K, lines 1 through 7 in column (b). From the result, subtract the
sum of Schedule K, lines 8 through 11, 14a, 17g, and-18h.

|

2 Analysis by {i} Corporate

() Individual
partner type: (activa)

() Indlividual

{v) Exempt
(passive)

@) Partnership organization

(vi) Nominee/Other

a General partners

b Limited partners

Schedule L

Balance Sheets per Books (Not required if Question 5 on Schedule B is answered "Yes.")

Assets

1 Cash. ..
2a Trade notes and accounts recelvable .
b Less allowance for bad debts
Inventories . .
U.S. government obllgatlons
Tax-exempt securities .
Other current assets (attach schedule)
Mortgage and real estate loans .
Other investments (attach schedule) . .
9a Buildings and other depreciable assets .
b Less accumulated depreciation .
10a Depletable assets
b Less accumulated depletlon
11 Land {net of any amortization)
12a Intangible assets (amortizable only).
b Less accumulated amortization .
13 Other assets fattach schedule) .
14 Total assets
Liabilities and Capltal
15 Accounts payable . . .
16 Mortgages, notes, bonds payableln Iess than 1 year
17 Other current diabilities (attach schedule) .
18 All nonrecourse loans .
19 Mortgages, notes, bonds payable in 1 year or more
20 Other liabilities (attach schedule)
21 Partners’ capital accounts
22 Total liabilities and capital

N~ AW

Beglnmng of tax year

End of tax year

(b)
WWW
7 7

I

I

v 7
m—

DN

Schedule M-1

Reconciliation of Income (Loss) per Baoks Wlth Income (Loss) per Return
(Not required if Question 5 on Schedule B is answered “Yes.")

(d)

i

N W

A

N

Schedule M-2

1 Net income (loss) per books .

6 Income recorded on books this year not included

2 Income included on Schedule K, Ilnes 1
through 4, 6, and 7, not recorded on books
this year (itemize}: ............cc.occvunnenn.

on Schedule K, lines 1 through 7 (temize):
a Tax-exemptinterest $ .......................

3 Guaranteed payments (other than health
insurance) .

7 Deductions included on ScheduleK, lings 1
through 11, 14a, 17g, and 18, not charged

4 Expenses recorded on books thIS year not
included on Schedule K, lines 1 through

11, 14a, 17g, and 18b (itemize):
a Depreciation $ ...
b Travel and entertainment $ ................

against book income this year (itemize):
a Depreciation $

8 Add lines 6 and 7 .
9 Income (oss) (Analysis of Net Income (Loss)

5 Add lines 1 through 4 .

line 1). Subtract line 8 from line 5 .

Analysis of Partners Capltal Accounts (Not required if Question 5 on Schedule B is answered "Yes.”)

Balance at beginning of year

6 Distributions: a Cash .

2 Capital contributed during year . b Property . .
3 Net income (loss) per books . 7 Other decreases (itemize): ..................
4 Other increases (itemize): ..................

................................................. 8 Addlines6and7 .
5 Add lines 1 through 4 . 9 Balance at end of year. Subtract line 8 from line 5

Form 1085 (2001)

*

1-24-03
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*--|RS Tax Return Forms (Continued)

G
Form 1120

1-24-03

Exhibit 10
(Par. 632)

11 20 U.S. Corporation Income Tax Return | OMB No 15450123
;:::tmem of the Treasury For calendar year 2001 or tax year beginning ._........... , 2001, ending _._._..____.. 20 2@01
Intornal Revenue Service P Instructions are separate. See page 20 for Paparwork Reduction Act Nouce
A Checkif a: Name B Employer identification number
1 Consolidated return Use .

{atiach Form 857 [J | IRS :
2 Personal halding co. label. Number, street, and room or suite no. (f a P.O. box, see page 7 of instructions.) € Date incorporated
(attach Sch. PHy L | Other-
3 Personal service corp. wise,
(as defined in Temporary print or| City or town, state, and ZIP code D Total assets (see page 8 of instructions)
Regs. sec. 1.441-4 type.
see instructions) |_—_|
E Check applicabls boxes: (1) [] nitial retirn ) [] Final retun _(3) [ Neme change  (4) [] Adaress change $
1a Grossreceiptsorssles | Jb Less retums and allowancesl | | cBal | 2
2 Cost of goods sold (Schedute A, line 8) 2
3 Gross profit: Subtract line 2 from line 1c . 3
4 Dividends (Schedule C, line 19) . L1
gl 5 Interest . 5
§ 6  Grossrents . 6
=1 7 Grossroyalties . 7
8  Capital gain net income (attach Schedule D (Fom\ 1120)) . 8
9 Net gain or (loss) from Form 4797, Part it, line 18 (attach Form 4797) 9
10 Other income {see page 8 of instructions—attach schedule) 10
11 Total income. Add lines 3 through 10 . » 11
2112 Compensation of officers (Schedule E, line 4) , 12
13 Salaries and wages (less employment credits) . 3
14 Repairs and maintenance . 14
15 Bad debts 15
5116 Rents 16
17 Taxes and llcenses 17
18 Interest . . . 18
19 Charitable contnbuuons (see page 10 nf lnstructlons for 10% ||m|tat|an] . 19 e
5|20 Depreciation (attach Form 4562) . .. 20
21 Less depreciation claimed on Schedule A and elsewhere on return .. . L21a 21b
22 Depletion 22
23 Advertising . . 23
£ 24 Pension, profit- shanng, etc plans . 24
5: 25  Employee benefit programs . 25
=126 Other deductions (attach schedule) . . 26
27 Total deductions. Add lines 12 through 26 . > 27
28 Taxabla income before net operating loss deduction and spemal deductlons Subtract hne 27 from line 11 I
29  Lesii: a Net operaung loss (NOL) deduction (see page 13 of instructions)
O : ‘b Special déductions (Schedule C, line 20) , .
30 Taxable income. Subtract line 29¢ from line 28 . 30
31 Total tax (Schedule J, line 11) . o 31 |
32 Payments: a 2000 overpayment credied to 2007 | 32a % / / //
b 2001 estimated tax payments 32b
| € Less2001 refund applied for an Form 4466 | 32¢ { ) d Bl » | 32d
a e Tax deposited with Form 7004 . . 32e
B f  Credit for tax paid on undistributed capital gams (attach Form 2439) i
; g Credit for Federal tax on fuels (attach Form 4138), See instructions , ., . L329 32h
= | 33 Estimated tax penaity (see page 14 of instructions). Check if Form 2220 is attached . » [0 |88
34  Tax due. If line 32h is smaller than the total of lines 31 and 33, enter amount owed P 34
35  Qverpayment. If line 32h is larger than the total of lines 31 and 33, enter amount overpaid . . 35
36 Enter amount of line 35 you want: Credited to 2002 lax » Rafunded P 36
Under penalties of perjury, | declare that | have examined this return, including and and to the best of my knowledge and beliek, It is true,
Si gn correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparar has any o - -
y the IRS discuss this return
Here with the preparer shown below
} Signature of officer Date } Title (se Instructions)7] Yes [ No
Paid Preparer's » Date Check If Preparer's SSN or PTIN
’ signature self-smployed []
Preparer's e name for [ e '
Use Only | Joieeona 7ip smde ' | Phoneno. ¢
Cat. No. 11450Q Form 1120 (2001)

*
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*--|RS Tax Return Forms (Continued)

Exhibit 10
(Par. 632)

G

Form 1120

. orm 1120 (2001} Page 2
(Continued) Cost of Goods Sold (See page 14 of instructions.)
1 Inventory at beginning of year . 1
2 Purchases . 2
3 Costof labor . 3
4 Additional section 263A costs (attach schedule) 4
§  Other costs (attach schedule) . 5
6 Total, Add fines 1 through 5’ &
7  Inventory at end of year . . 1
8 Cost of goods sold. Subtract line 7 from Irne 6 Enter here and on Irne 2 page 1 8
9a Check all methods used for valuing closing inventory:
@ [ Cost as described in Regulations section 1.471-3
@ (] Lower of cost or market as described in Regulations section 1.471-4
@iy O Other (Specify method used and attach explanation.) P . i i anaae s
b Check if there was a writedown of subnormal goods as described in Regulations section 1.471-2(c) . » [
c Check if the LIFO inventory method was adopted this tax year for any goods (if checked, attach Form 970) »
d If the LIFO inventory method was used for this tax year, enter percentage (or amounts) of closing |
inventory computed under LIFO PR e e
e |If property is produced or acquired for resale, do the rules of section 263A apply to the corporatlon? . Yes O e
f Was there any change in determlnmg quantrtres, cost, or valuations between openrng and closrng |nventory? If "Yes,”
attach explanation . . [Jves [ No
m Dwrdends and Speclal Deductrons (See page 15 of () Dividends ®) % | Special deductions
instructions.) received () > ()
1 Dividends from less-than-20%-owned domestic corporations that are subject to the
70% deduction (other than debt-financed stock) 70
2  Dividends from 20%-or-more-owned domestic corporations that are sumect 1o the
80% deduction (other than debt-financed stock) ig
3 Dividends on debt-financed stock of domestic and fareign corporatrons (sectron 24BA) instyctions
4  Dividends on certain preferred stock of less-than-20%-owned public utilities . 42
5 Dividends on certain prefemed stock of 20%-or-more-owned public utifities 48
6  Dividends from less-than-20%-owned foreign corporations and certain FSCs that are
subject to the 70% deduction . , . . . . . . e 9
7  Dividends from 20%-or-more-owned forergn corporatlons and certain FSCs that are
subject to the 80% deduction . 80
8 Dividends from wholly owned foreign subsrdranes SubJECl to the 'IUD% deductlon (sectlon 245(b]) 100
9 Total. Add lines 1 through 8. See page 16 of instructions for limitation , «
10 Dividends from domestic corporations received by a small business investment
company operating under the Small Business investment Act of 1958 . . 100
11 Dividends from certain FSCs that are subject ta the 100% deduction (section 245(c)(1)) 100
12 Dividends from affillated group members subject to the 100% deduction (section 243(a)(3)) 100
13 Other dividends from foreign corporations not included on lines 3, 6,7, 8, or 11 ,
14  Income from controlled foreign corporations under subpart F (attach Form(s) 5471) .
15  Foreign dividend gross-up (section 78) i
16 IC-DISC and former DISC dividends not inciuded on I|nes 1 2 or 3 (sectron 246[d))
17  Other dividends
18 Deduction for dividends pard on certain preferred srock of publlc uu!mes ..
19 Total dividends. Add lines 1 through 17. Enter here and on line 4, page 1 . . »
20  Total ial deducti Add lines 9, 10, 11, 12, and 18. Enter here and on line 29b, page 1
Compensation of Officers (See instructions for line 12, page 1)
Note: Complete Schetlule E only if total receipts fline T1a plus lines 4 through 10 on page 1, Form 1120) are $500,000 or more.,
[\ of offi Social i be {c) Porcent of Percm muo&anon (f Amount of compensation
(a) Name icer {b) Social security number ﬂm%:r’;vn:t:sd‘ @ Common | fe) Profemed Pt
1 % % %
% % %
% %, %
% % %
% % %.
2 Total compensation of officers . v
3 Compensation of officers claimed on Schedule A and elsewhere on return
4 Subtract line 3 from line 2. Enter the result here and on line 12, page 1

Form 1120 (2001

*

1-24-03
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*--|RS Tax Return Forms (Continued)

G
Form 1120
(Continued)

1-24-03

Exhibit 10
(Par. 632)

in excess of the corporation’s current and accumutated
earnings and profits? (See sections 301 and 316.) .

If “Yes,” file Form 5452, Corporate Report of

will not be valid.

Enter the available NOL carryover from prior tax years
Do not reduce it by any deduction on line

Form 1120 {2001} Page 3
Schedule J Tax Computation (See page 16 of instructions.)
1 Check if the corporation is a member of a controlled group (see sections 1561 and 1563} . . . . » [
Important: Members of a controfled group, see instructions on page 16.
2a If the box on fine 1 is checked, enter the corporation’s share of the $50, 000 $25,000, and $9,925,000 taxable
income brackets (in that order):
@ls [ @ls @ L3 ‘
b ‘Enter the corporation's share of: (1) Additional 5% tax {(not more than $11,750) $
(2) Additional 3% tax (not more than $100,000)
3 Income tax. Check if a qualified personal service corporation under section 448{(d)(2) (see page 17) , » 0OLs
4 Alternative minimum tax (attach Form 4626) . 1
5 Addlines 3and 4 . - 5 I
6a Foreign tax credit (attach Form 1118) 6a
b Possessions tax credit {attach Form 5735) 6b
¢ Check: [J Nonconventional source fuel credit [J QEV credit (attach Form 8834) ;%c______
d General business credit. Check box(gs) and indicate which forms are attached.
1 Form 3800 [ Formls) (specify) » .. 6d
e Credit for prior year minimum tax (attach Form 8827) be
f Qualified zone academy bond credit (attach Form 8860) 6f
7 Total credits. Add lines 6a through 6f 7
8 Subtract line 7 from line 5 8
9 Personal holding company tax (attach Schedule PH (Form 1120)) e e e L 9 I
| 0 O 7
10 ° Other taxes. Check if from: g Form 4255 Form 8611 Form 8697
Form 8866 [0 other (attach schedule) |
11 Total tax. Add lines 8 through 10. Enter here and on line 31, page 1 . . 1
Rl hNERY  Other Information (See page 19 of instructions.)
1 Check method of accounting: a ] Cash Yes| No : Yesi No
v, 757
b[J Accrual ¢ [J Other (specify) »_............ %% ¥ this is a consolidated retum, answer here for the parent %/
2 See page 21 of the instructions and enter the: / / corporation and on Form 851, Affiliations Schedule, for /
N each subsidiary. /
a Business activity code no. ». / / . /
b . %% 7 At any time during the tax year, did one foreign person * %
c / / own, directly or indirectly, at least 26% of (a) the total %
% % voting power of ali classes of stock of the corporation / 7
" . entitled to vote or (b) the total value of all classes of stock g
3 At the end of the tax year, did the corporation own, f
directly or indirectly, 50% or more of the voting stock of %% o m ° c"orporatlon? o 7
a domestic corporation? (For rules of attribution, ses if "Yes,” enter: (a) Percentage °W"°d ’ ---------------- /
section 267(c)) .. bz and (b) Owner's country ™. ... ... /
If "Yes," attach a schedule showmg (a) name and % // ) N /
employer identification number (EIN), (b) percentage / / ¢ The corporation may have to file Form 5472, information /
owned, and (c) taxable income or (loss) before NOL and / / Return of a 25% Foreign-Owned U.S, Corporation or a /
special deductions of such corporation for the tax year / / Forelgn Corporation Engaged in a U.S. Trade or Business. %
ending with or within your tax year. /% Enter number of Forms 5472 attached P._.............. %
4 s the corporation a subsidiary in an affiliated gruup ora % ghECk this box if tht-;‘ COTF'OTH'UDr| iSS(;JEd publicly Offe[_fﬁi %
parent-subsidiary controlled group? b ebt instruments with original issue discount . /
4%
If “Yes” enter name and EIN of the parent %% If checked, the corporation may have to fiile Form 8281, %
corporation » % % Information Return for Publicly Offered Original Issue %
Tt ) Discount Instruments.
5  Atthe end of the tax year. did any individual, partnershlp, /% . N %
cor / / Enter the amount of tax-exempt interest received or
poration, estate, or trust own, directly or indirectly, accrued during the tax year P $ /
50% or more of the corporation’s voting stock? (For rules [ SRRERER RS AR AR SRR T Y v e
of attribution, see section 267(c).) . . b Enter the number of shareholders at the end of the tax %
If *Yes," attach a schedule showing name and identifying / / yoar (75 or fewen) B..oooooconrocnenniscnnieees %
number. (Do not include any information already entered %% If the corporation has an NOL for the tax year and [IJS /
in 4 above.) Enter percentage owned W ... _....__. % % electing to forego the carryback period, check here b %
. . . . . / / i the corporation is filing a consolidated return, the /
6 During this tax year, did the corporation pay dividends {other / / statement  required by  Regulations  section /
than stock dividends and distributions in exchange for stock) / % 1,1502-21(b)(3){) or {i) must be attached or the election %
2. !

Nondividend Distributions.

N

298) P 8 L

Note: If the corporation, at any time during the tax year, had assets or operated a bus/ness in a foreign country or U.S. possession, it may be
required to attach Schedule N (Form 1120), Foreign Operations of U.S. Corporations, to this retum. See Schedule N for details.

Form 1

120 o0t

*
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*--|RS Tax Return Forms (Continued)

Exhibit 10
(Par. 632)

G

Form 1120

Form 1120 {2001) Page 4
(Contl n Ued) Balance Sheets per Books | Beginning of tax year ] End of tax year
Assets L, (a) ()] | L (c) (d)
1 Cash . Z ’_W’/
2a Trade notes and accounts recelvable / i ) ﬂ
b Less allowance for bad debts . _ —
3 iventories. 7 v
4 U.S. government obllgatlons . _
5§  Tax-exempt securities (see instructions) . —
6  Other current assets (attach schedule) —
7  Loans to shareholders . _
8 Mortgage and real estate loans —
9  Other investments (attach schedule) . ] L,
10a Buildings and other depreciable assets - . 0 ) ( ) %
b Less accumulated depreciation _
11a  Depletable assets P WV Z
i [
12 ot o A ’
y amortization) . b W,,
13a Intangible assets (amortizable only) W 7 i
b - Less accumulated amortization (
14 Other assets {attach schedule) %/////////// ////////////////
15 Total assets /
Liabilities and Shareholders’ Equlty % W / 7 %
16  Accounts payable
17- Montgages, notes, bonds payable in less (han 1 year _
18  Other cusrent liabilities (attach schedule) . —
19 Loans from shareholders —
20 Mortgages, notes, bonds payable in 1 year or mare _
21 Other liabilities (attach schedule) . 2
22 Capital stock: a-Preferred stock W / 74
b Common stock _ —
23 Additional paid-in capital . / —’///
24 Retained earnings—Appropriated {attach schedule} _
25 Retasned earnings—Unappropriated . _
26 to s’ equity {attach _ ( )
27 Less cost of treasury stock . _
28 Total liabilities and ;{Iareholders equnty . // m %

Note: The corporation is not required to complete Schedules M-1 and M-2 if the total assets on line 15, col. (d) of Schedule L are less than $25,000.
m Reconciliation of Income (Loss) per Books With Income per Return (See page 20 of instructions)

Net income (loss} per books

Federal income tax per books . .
Excess of capital losses over capital gains .
Income subject to tax not recorded on books
this year (itemize): ._.._..._..................

oW N -

Expenses recarded on books this year not
deducted on this return (itemize):

Depreciation .
Charitable contrlbutlons $
Travel and entertainment $

T

Add lines 1 through 5

7 Income recorded on books this year not

included on this return (itemize):

Tax-exempt interest $ .._.........._..

8 Deductions on thls return not charged
against book income this year (itemize):

a Depreclation .
b Charitable conlnbutlons

$.

9 Addlines7and8 . .
10 __income {iine 28, page 1}—fine 6 Iess Ilne 9

Anan§s.; of Unappropri

iated Retained Earnings per Books (Line 25, Schedule L)

1 Balance at beginning of year
2 Netincome {loss) perbooks , . . . .
3 Other increases (itemize): ..............c....

5 Distributions: a Cash.

b Stock

¢ Property.

6 Other decreases (itemize): ............
7 Addlines 5 and 6 .

8 Balance at end of year (hne 4 Iess llna 7)

Form 1120 (2001)

1-24-03
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